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I, 


PROFESSOR CLARK’S VIEWS ON THE GENESIS OF 
CAPITAL. 


THE American public has kindly given to my theory of 
capital, which appeared a few years ago, more than ordi- 
nary attention. I look upon the numerous critical attacks 
which have been made in American periodicals, either 
upon my theory as a whole or upon details of it, as by no 
means unwelcome evidence of this attention. In spite of 
repeated requests I have until now refrained from reply- 
ing to these criticisms. My own time and strength have 
been taken up with other matters; and I wished further 
to let some time elapse, so that the public as well as the 
author might return to the subject with less bias and more 
calmness than usually characterize the first heated utter- 
ances. Since, too, the critical reviews of my theory have 
appeared with almost undiminished frequency even down 
to the present moment, I may hope to find still some in- 
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terest manifested in the subject. Turning now, as time 
and opportunity offer, to answer some objections most 
worthy attention, I will remark that I do not pretend 
either to answer all the objections raised or to observe any 
systematic or chronological sequence. In this article | 
wish to take issue with an opponent whose views I am 
wont much oftener to share —as, I may add, it is my 
greater pleasure to do—than to oppose. Unfortunately, 
however, his attack, as chivalrous in spirit as it is subtile 
in thought, makes it plain to me that as regards the the- 
ory of capital we are diametrically opposed to each other, 
— to be sure, in one point only, but this is a point of fun- 
damental consequence in the whole conception of the 
matter. 

In his ingenious article on “The Genesis of Capital” * 
Professor Clark makes the serious charge that I have, 
through my conception of capital, “side-tracked” the 
whole theory of capital. The trouble is held to lie in 
this: that I have failed to make a certain distinction which 
he thinks one is bound to make. One is bound to dis- 
tinguish, namely, between “concrete capital goods” and 
“true capital” itself. Capital goods are the concrete 
instruments of production; that is, raw materials, machin- 
ery, tools, and the like. True capital, however, is a “ per- 
manent fund” distinct from these, a “sum or amount of 
productive wealth.” The concrete capital. goods are re- 
placed, are consumed, or worn out, whereas the true capita! 
abides. Indeed, they must be replaced and used up, 
that the true capital may abide. Let us quote from 
Professor Clark, in order to make his somewhat subtile 
distinction clear : — 


The raw materials in a workshop are, in time, finished, sold and 
used up by customers. Tools and machines are worn out and re 
placed. True capital abides, because the things that at any one in- 
stant constitute it do not abide. Stop the selling of goods and the 


* Yale Review, November, 1893, pp. 302-315. 
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wearing out of tools, and you waste true capital. Lock up the mill 
and the full warehouse, and you ruin the owner. It is clear that, in 
scientific study, we cannot confine our attention to capital goods, and 
we certainly cannot treat them as equivalent to true capital for pur- 
poses of analysis. [Again,] a waterfall consists in particles of water. 
Can one say the same things of the fall that he does of the water? 
The water moves; the fall stays where it is. The water appears in 
globules condensed in the atmosphere, and it ultimately merges itself 
in the sea. The fall does not appear nor disappear. Capital goods 
are, like particles of water, vanishing elements. True capital is like 
the fall; it is an abiding element, owing its continuance to the con- 
stant wasting and replenishing of its substance. 


My mistake is that, in explaining interest, my exposi- 
tions always relate to concrete capital goods and treat 
them as identical with true capital. The cardinal prin- 
ciple upon which I base my explanation of interest — 
namely, that present goods have a higher value than 
future goods of like kind and quantity —appears to Pro- 
fessor Clark to be “the wedgelike end of the switching- . 
rail that takes the wheel of the scientific car from the rail 
on which it belongs.” According to this principle, he de- 
clares that concrete capital, goods,— for example, a driv- 
ing-horse or pleasure-carriage of 1893 — must be compared 
with concrete goods of the same kind,— that is, with a driv- 
ing-horse or pleasure-carriage of 1894. Professor Clark 
thinks, however, that the things compared with each other 
in actual practical life are not identical concrete goods, 
but “sums of wealth.” “ We do indeed compare a swm of 
wealth existing to-day with a like sum to be used later,” 
but the two sums “ at the two dates represent quite differ- 
ent goods.” 

To prove his statement and to refute mine, he cites the 
case of a “typical capitalist”’ who has saved two hundred 
dollars in the course of the year, and is considering 
whether to “ capitalize” the sum or not. Professor Clark 
holds that, according to my theory, the capitalist must 
proceed as follows : — 
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From the income of a period now closed he defrays the more nec- 
essary expenses of that period, and finds, say, two hundred dollars 
remaining in his hands. He may use this as he likes, and concludes 
that, if he spends it now, he will buy the driving-horse of the illustra- 
tion. He further decides that he will actually spend it at a future 
time,— say at the end of a year,—and /for that identical thing. The 
prospective horse is to-day worth a hundred and ninety dollars; and 
the rate of interest is five per cent. 


Really, thinks Professor Clark, the capitalist will pro- 
ceed altogether differently. For the sums saved are 
never, as a matter of fact, spent for the identical goods for 
which they would have been spent, had the saving not 
taken place. For either the capitalization is a genuine, 
permanent one —and in this case the capitalized sums 
never are spent at all—or it is only a quasi temporary 
one, a saving “for a rainy day,” and in this case there will 
be purchased in the moment of need articles totally differ- 
ent from those which the man saving denies himself at the 
present moment. He denies himself luxuries. He will 
purchase necessities. In all cases there is a comparison, 
not between present and future goods of like kind, but 
between present and future “sums of wealth.” 

So writes Professor Clark. If I would, I might make 
my reply simple. I might limit myself to showing that 
Professor Clark’s attempt to refute my theory by refer- 
ence to a concrete case is based entirely upon a misunder- 
standing of my theory,—a misunderstanding for which I 
think I am not responsible. For I interpret the concrete 
case of the “typical capitalist” with two hundred dollars 
savings exactly as does Professor Clark. The latter is 
perfectly correct. Surely, the man who saves will not 
deny himself a driving-horse in 1893, in order to buy him- 
self just such a horse in 1894. Either he will in the fut- 
ure consume only the interest or, if on a “rainy day” he 
must spend the saving, he will spend it for more neces- 
sary or useful articles. My theory also teaches exactly 
this. According to it the man who saves will weigh 
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whether the two hundred dollars will have a greater value 
for him if consumed now as “present dollars,” or if re- 
served for later use as “future dollars.”* It is evident 
that in the first half of this valuation the man who saves 
will consider the marginal employment which he would 
have for the two hundred dollars at the present moment ; 
in our case, the use which the possession of a driving- 
horse would be of to him. But this, too, upon which I 
have dwelt repeatedly,f is self-evident: that in the sec- 
ond half of this valuation, in the weighing of the “future 
goods,” the man who saves will consider, not the state 
of his needs at the present moment, but the relation 
between demand and supply in that future period in 
which the sum of wealth in question will be used. There- 
fore, the man saving for a rainy day will take as the 
basis of his valuation those necessary wants for the satis- 
faction of which he will use the two hundred dollars in 
the future moment of need; and the “ true capitalist” in 
an analogous way will estimate the value of the future 
interest returns by the various necessary or useful articles 
which, according to the state of his total income at the 
future periuds in question, will lie for him on the margin 
of the attainable. 

How, on the other hand, Professor Clark came to the 
odd conclusion that, according to my theory, the man 
who saves can take into consideration for the future noth- 
ing else but the worth of a driving-horse, and that the 
amount saved must be henceforth forevermore devoted to 
the purchase of such a horse, is a mystery to me. This 
conclusion seems to me really to have no foundation either 


* Strictly speaking, the example chosen by Professor Clark is not a case of 
comparing present and future goods, but only one of comparing present and 
future uses of one and the same sum of wealth. But, since the decisive ideas 
are the same in both cases, I am perfectly willing to test my theory by this 
example. I have therefore given the example the form best suited to this 
purpose. 

t Positive Theorie, pp. 245 and 247. 
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in his example or in my theory. Not in the example; for 
in that the “concrete present goods” which are to be 
saved are not a driving-horse, but two hundred dollars. 
And, in my theory, such an understanding of the matter 
could find justification only if I were to teach that in the 
comparison of present and future goods there must always 
be taken into consideration an identical use for both. 
But, as already stated, I teach the very opposite of this. 
According to my theory, the superiority of present over 
future goods is based upon the very fact that one can, as 
a rule, make a different and, indeed, more advantageous 
use of goods now present than one can make of an equal 
quantity of goods which are not to be at one’s disposal 
until some future moment. 

Clearly, my conception of capital, at least in this example 
which Professor Clark selects for its refutation, has not 
the dangerous quality ascribed to it of shunting science 
off on a wrong line. My conception leads quite directly 
to the conclusion which Professor Clark pronounces cor- j 
rect. But I will not stop with this example. I think I 
can give assurance that my conception is not more mis- 
guiding in any other case. By means of a few words of 
explanation I hope not only to prove this, but at the same 
time to bring into strong light the error to which Pro- 
fessor Clark seems to me to have fallen victim in his 
polemic. 

Professor Clark declares expressly * that his objection 
is not to the recognition of time as an element in the prob- 
lem of interest. In the proposition, which he attacks so 
sharply,— namely, that present goods are worth more than 
future goods of like kind and quantity,—it is more espe- 
cially the last Italicized words which arouse Professor 
Clark’s opposition. But what is the significance and force 
of these words? Why do I add at all to my proposition 
that present goods on the great average are worth more 





* Yale Review, November, 1893, p. 303. 
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than future goods—a proposition with which, most 
probably, Professor Clark, too, is ready to agree — the 
further qualification that excites his dislike and misgiv- 
ings? namely, that they are worth more than future goods 
of “like kind and quantity.” 

Simply because, without the second half of the proposi- 
tion, the first half would be neither intelligible nor com- 
plete. What, indeed, is the thought to be expressed? 
It is the superiority which the difference of time gives to 
present over future goods. Now, every one will admit 
that the circumstance of present diamonds, for example, 
being worth more than future pebbles, has as little to do 
with this superiority as has the circumstance that two 
thousand present dollars are worth more than one thousand 
future dollars. On the other hand, this superiority is 
most nicely tested and expressed in the statement that 
one thousand present dollars are worth more than one 
thousand future dollars, or that ten present tons of iron 
are worth more than ten future tons of iron. In other 
words, to express clearly and correctly the superiority 
which difference of time gives present goods over future 
goods, one must compare things of like kind,—for ex- 
ample, dollars with dollars, and not diamonds with peb- 
bles,— and of like quantity,— one thousand with one 
thousand, and not one thousand with two thousand. It is 
this supplement, as harmless as it is logically essential, 
that I intended to make in the addition to which Pro- 
fessor Clark objects, “ goods of like kind and quantity.” 

I add that I do not believe that this supplement can 
be expressed equally correctly in any other form. Es- 
pecially would it be inadmissible —and Professor Clark 
perhaps had this in mind—to place over against each 
other like sums of value instead of like sums of wealth. 
For, in order to express the superiority of the present 
sum of value, one would have to make the logically in- 
consistent assertion that a certain present value is greater 
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than an equally great future value, a proposition which, 
as to logical correctness, differs in no wise from the famil- 
iar, facetious thesis that a pound of iron is heavier than 
a pound of feathers. 

It is time now to pass from the defence of my own 
position to the attack upon that of my honored opponent. 
I have just said that perhaps Professor Clark had in mind 
the inadmissible form of comparison cited. I can assert 
nothing definite here, since Professor Clark on this 
question avoids precise statement, and by preference 
employs vague terms which admit of double interpreta- 
tion. He speaks of a “sum of wealth” or an “amount 
of wealth.” This may mean as well an amount of goods 
as an amount of value. But I think I can under these 
circumstances maintain with certainty that, if Professor 
Clark would force himself to a precise definition of his 
meaning, he would have to assert either exactly what I 
assert or something positively false. For either he means 
by his amount of wealth an amount of goods — and in this 
case, if he is to demonstrate the superiority of present 
goods, he must necessarily have reference in both halves 
of the comparison to goods “ of like kind and quantity ” — 
or he means an amount of value, and then the assertion 
that a definite present value is greater than an equally 
great future amount of value contains the self-contradic- 
tion just criticised. 

I would say the same of the whole conception of capi- 
tal which Professor Clark opposes to my conception as a 
Fupposed improvement. It is related that Caliph Omar, 
after the conquest of Alexandria, had the celebrated 
Alexandrian Library burned, saying, “ Either the books 
contain only what the Koran contains, and so are super- 
fluous, or they contain something else, and are therefore 
harmful.” I believe the saying of Caliph Omar may be 
turned aptly against Professor Clark’s new theory?? Over 
against the concrete capital goods Professor Clark wishes 
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to put a “true capital” which shall differ from those 
goods as does the waterfall from the falling water. Now, 
I know no capital other than the concrete goods which 
constitute it; and I believe the world of facts knows no 
other. Everything accomplished by the so-called capital 
in the world of mechanics and commerce is accomplished 
solely by the concrete, useful capital goods —or it is not 
accomplished at all. Therefore, science, whose business 
it is to hold up the mirror to the world of reality, must 
have reference to concrete capital goods in all explana- 
tions in which it attributes any influence at all to capital, 
if it would not offer fancies in place of genuine explana- 
tions. Calling anything other than the concrete capital 
goods by the name of capital is either to use a mere figure 
of speech or to assert something positively false. For the 
purposes of science this figure can at least be dispensed 
with. The figure also becomes dangerous the’ moment 
one ceases to be aware that one is using a mere figure of 
speech. 

To repeat, the figure at least may be dispensed with. 
Professor Clark is mistaken in thinking that his concep- 
tion of true capital is necessary to express any scientific 
truth which could not be expressed as well, and even 
better — because more naturally —by the aid of the con- 
ception of concrete capital goods. For example, he lays 
great stress upon the fact that the goods which constitute 
capital are being constantly replaced, whereas the sum 
total of capital abides. This is perfectly correct. My 
theory, too, recognizes and states this fact, just as does 
that of Professor Clark. But I do not understand why 
one needs a new conception of capital to express it. It 
is expressed perfectly correctly and exactly by saying 
that the total value of all capital goods is maintained 
unchanged through the constant replacement of pieces 
used up or destroyed by means of new pieces of equal 
value. 
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Not only is this form of expression as correct as Pro- 
fessor Clark’s proposition that “capital has remained 
unaltered”; it is a more correct mode of expression. As 
appears, for example, where the renewal of the capital 
goods used up takes a false or one-sided turn, and so pre- 
pares the way for a partial overproduction and a crisis, 
which, however, is not as yet felt in the market. Here 
the sum of values of the capital goods may remain for 
the time being unaltered ; and Professor Clark, who calls 
this sum of values capital, must consequently, to be con- 
sistent, say “Capital has remained unaltered.” As a 
matter of fact, however, a very real change has taken 
place in the capital,—a change of which the pernicious 
consequences are soon enough manifest in the approach 
of a crisis. Of course, Professor Clark himself will not 
deny this, but will probably explain that his proposition, 
“Capital has remained unaltered,” should not here be 
taken quite literally. Thus, however, is made plain just 
what I wished to show; namely, that this proposition is 
nothing more than a misleading figure of speech which 
cannot be taken literally. 

In the example just discussed the danger that one may 
go astray is not great, because the truth reveals itself too 
clearly. In some of its applications, however, Professor 
Clark’s figure of speech is less innocent, as when Professor 
Clark asserts repeatedly, with great emphasis, that true 
capital is never encroached upon. ‘The bare fact upon 
which this assertion rests is simply that all concrete capi- 
tal goods are at some time expended or consumed, but 
that the capitalist always creates a new sum of wealth 
equal to the amount of capital goods used up, so that the 
final effect in one sense is as if he had not expended 
any of his capital. For example, a cloth manufacturer 
consumes. 100,000 dollars’ worth of wool, coal, and ma- 
chinery in the production of 100,000 dollars’ worth of 
cloth (with a profit of several thousand dollars additional), 
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sells the cloth for that sum, and with the proceeds pro- 
cures a new stock of wool, machinery, and fuel, equivalent 
in value to the stock consumed. When one goes with 
Professor Clark into such an account of the matter, the 
assertion that capital is not consumed is seen to be 
another inexact, shining figure of speech, which must not 
be taken at all literally. Any one taking it literally falls 
into a fatal error, into which, forsooth, science has already 
fallen once. I refer to the familiar and at one time widely 
disseminated doctrine that saving is a social evil and the 
class of spendthrifts a useful factor in social economy, 
because what is saved is not spent and so producers can- 
not find a market. 

In justice to Professor Clark be it said that, though he 
has in his theory, as it were, invited others to make this 
error, he has not himself fallen into it. But there are, 
nevertheless, positive errors into which Professor Clark 
allows himself also to be beguiled by his own figure of 
speech. Jevons and I have maintained that the peculiar 
character of capitalistic production lies in this: that a cer- 
tain space of time, a certain production-period, elapses 
between the application of labor and the attainment of 
the finished product. Professor Clark thinks that this is 
true only of concrete capital goods, and not at all of true 
capital. Of course, a man must wait a certain time if he 
wishes to work up a raw hide into a concrete piece of 
leather, and that on a concrete machine into a concrete 
pair of shoes ready to be drawn on his feet. Since, how- 
ever, in that permanent fund which true capital represents 
there are always on hand shoes in every stage of comple- 
tion, the laborer can, without any waiting at all, procure 
forthwith a pair of shoes ready-made which are the virtual 
product of his own industry. Upon these observations 
Professor Clark thinks he can rest the proposition which 
he declares with great emphasis, over and over again; 
namely, that true capital—in contrast with concrete 
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capital goods —has no production-periods, but on the 
contrary “annihilates” production-periods. It has the 
power to “synchronize all industry and its fruition.” 
“Industry and its fruition are simultaneous.” “ To-day 
we work, and to-day we eat; and the eating is the effect 
of working.” And, to give his idea the greatest possible 
sharpness of expression, Professor Clark with strong em- 
phasis designates the ready-made goods obtained on the 
spot and without any waiting by the laborer as the “ true 
and immediate fruit ” of his labor.* 

Upon this sentence I pronounce once more my former 
judgment. It employs a figure of speech wholly wanting 
in scientific accuracy and misleading. The bit of truth 
involved in it, as Professor Clark will, surely, willingly 
grant me, is clearly enough set forth in my theory, and, 
plainly put, it is as follows: a laborer who in the year 
1894 dresses a hide, out of which in the year 1895 a pair 
of shoes will be made, can in the year 1894 in immediate 
exchange for his raw product, leather, obtain a pair of 
shoes ready-made, if and because there was on hand in 
society in the year 1894 a separate stock of concrete 
capital goods in more advanced stages of production, out 
of which to create in the year 1894 a pair of finished 
shoes. I lay stress particularly upon this, that to make 
| possible the above exchange there must be on hand con- 
erete capital goods of a definite sort. Professor Clark’s 
“permanent fund” may be ever so large; but were it to 
contain no concrete capital goods that could be worked 
up into shoes, obviously the currier could not obtain a 
pair of ready-made shoes at once, but must wait until the 
shoes made out of his leather are forthcoming. Professor 
Clark’s figure of speech therefore leads away from the 
truth in two particulars: production-periods are not at 
all “annihilated,” but make themselves on occasions very 
keenly felt; the fact that one is at once provided with 


* Yale Review, November, 1893, p. 312. 
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commodities whose own production-periods, because begun 
earlier, are sooner brought to an end than the production- 
periods of the unfinished products given in exchange, is 
the happy consequence of the existence, not of any mys- 
tical permanent fund, but of those very concrete capital 
goods whose periods expire earlier. 

Again, a third time Professor Clark’s figure of speech 
leads astray when it is laid down with special stress that 
the finished commodities, which the laborer obtains in 
exchange for his own raw, mediate goods, are the “true 
and immediate fruit” of his labor. The true and immedi- 
ate fruit of his labor is the leather he has tanned, and 
nothing else. The finished shoes, made by another la= 
borer out of leather prepared by others still, are the fruit 
of strange labor and are acquired immediately by the 
producer of raw materials only in exchange for his own 
true product. As is well enough seen and felt when either 
production or distribution is so blocked that the true 
immediate product becomes unsalable! By the way, I 
should make no objection whatever, were Professor Clark 
content with remarking that the products which the 
laborer obtains through exchange may be looked upon as, 
in a certain but less literal sense, also the fruit of his 
labor. Such an observation, for example, would be quite 
in order, as a refutation of the economically unsound notion 
that “the laborer eats his master’s bread.” When, how- 
ever, Professor Clark sets up his thesis avowedly in confu- 
tation of the opinion that the product of the laborer is 
completed only after the lapse of a certain period; when 
in this connection he holds the commodities obtained 
through exchange to be the true and immediate fruit of 
the laborer’s exertions; and when, further, for this way 
of thinking he claims the monopoly of “scientific” think- 
ing,— he places himself, as I believe, in direct opposition 
to the facts in the matter and to scientific truth. 

It is very significant that Professor Clark finds him- 
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self forced to make one concession whereby he really 
gainsays his whole theory. Accustomed to take a wide 
survey of facts, he could not overlook a group of facts 
which very palpably did not come under his rule. In the 
following note he has in mind this group: “In a dynamic 
condition of society industries are often started that are 
wholly new. In these cases some time is required before 
any goods are ready for consumption, and during this 
interval owners must wait for their expected products. 
After the series of goods in various stages of advancement 
has once been established, the normal action of capital is 
revealed. Thenceforward there is no waiting.”* Here, 
then, Professor Clark instances an exception to his rule. 
Let us look at this exception somewhat more closely. 
Above all, note that the exception has a much broader 
application than Professor Clark declares it to have. For 
it applies not only to industries newly set up, but to old 
industries as well, whenever the quantity of a certain 
product is to be increased,— for instance, to meet a grow- 
ing demand. When, for example, the normal production 
of an article has in the past amounted to 30,000 pieces 
a year, and that amount is to be raised to 40,000 pieces a 
year, clearly there are ready at our immediate disposal 
only 80,000 pieces; and for the additional 10,000 pieces 
obviously we must wait until the whole production-period 
of the 10,000 pieces has expired, be that period long or 
short, as mechanical conditions determine. 

How, I ask then, according to his theory, will Professor 
Clark explain away this exception to his rule? If true 
capital really is, as Professor Clark avers, a thing different 
from concrete capital goods, and possesses in contradis- 
tinction to these the power to “annihilate” production- 
periods, why does it manifest this its peculiar power 
only in a normal, unprogressive state of affairs, and not 
also in a dynamic economy? I do not know what Pro- 


* Yale Review, November, 1893, p. 312. 
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fessor’ Clark will say in explanation. To me the matter 
appears quite clear and simple. Professor Clark’s true 
capital is a mystical conception, manifesting the virtue as- 
cribed to it neither under dynamic nor static conditions. 
In a static economy the inaccuracy of the Clarkian theory 
is not palpably exposed for this reason,—that here it is 
not put to the test. For in a static economy everything 
runs smoothly because of the harmonious interlocking of 
the production-periods of the concrete capital goods exist- 
ing in various stages of completion and by virtue of these 
very goods, just as everything would go on were Professor 
Clark’s theory really true. In any interval of time the 
concrete production-periods closed are just as many as the 
new ones begun. So it comes about that at any one time 
just so many finished products are turned out as enable 
each producer to exchange his own raw product immedi- 
ately for the finished product of another’s labor. One 
may therefore, if he will, with theoretical inaccuracy but 
practically with impunity, imagine that, through some 
mystical quality of true capital, production-periods have 
been quite done away with in the world, so that one 
harvests as the “true and immediate fruit” of one’s own 
labor a something brought to maturity with magic de- 
spatch; exactly as I may with theoretical inaccuracy but 
practically with impunity, ascribe to a talisman worn 
about my neck the power to save me from drowning so 
long as I take care not to go in the water. As the power 
of the talisman is really put to the test first in the 
water, so is the power of true capital first in a dynamic 
economy. Here, where concrete capital goods are, as it 
were, changing their stratification, and production-periods 
no longer interlock in a perfect circle, it might be demon- 
strated whether or not true capital has the power ascribed 
to it, the power to do away with production-periods. 
Now, Professor Clark, in the example cited above, con- 
cedes that his true capital cannot stand this test. Is it, 








128 QUARTERLY JOURNAL OF ECONOMICS 


then, an injustice to place this true capital in the same 
category with the talisman which preserves from drown- 
ing only upon dry land? 

A theory not borne out by the facts cannot be saved 
by a metaphor, not even by a metaphor so ingenious and 
alluring as Professor Clark’s waterfall and the single 
drops of falling water. I believe, too, that on stricter 
analysis this metaphor itself turns against him, as well as 
the facts of economic activity. I believe that science has 
as little need in scientific exposition of a conception of a 
waterfall different from the conception of falling water 
as it has for a conception of true capital different from 
the conception of concrete capital goods. Any physicist 
would smile, were one to tell him that any of the physical 
or mechanical effects produced by the waterfall —for 
example, the driving of the mill, the generation of electri- 
cal power, the wearing out of the rocky bed — were not 
produced by the concrete falling drops of water, but 
through an apprehensible entity different from these, the 
“‘ waterfall.” Whatever the concrete falling water does 
not effect is not effected by the “waterfall.” If by a 
sudden heavy gust of wind or a displaced stone a single 
wave of the waterfall is forced somewhat out of its course, 
so that no “concrete water” strikes the floats of the mill- 
wheel placed therein, the mill stops, although the water- 
fall as a whole has been neither moved from the place nor 
dried up, nor even lessened in volume. 

I have in these lines inveighed at such length and so 
fiercely against Professor Clark that a false impression 
might easily be given of the general bearing of our re- 
spective opinions, did I not add some further remarks. 
For I believe we very nearly agree on most concrete ques- 
tions connected with the theory of capital. I believe 
that Professor Clark is inclined to concur with me in 
many concrete deductions from my theory of capital, 
especially after some misunderstandings are explained; 
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and on my side I can say that I am in full agreement with 
many of Professor Clark’s positive asseverations. Thus 
I can subscribe almost word for word, especially to the 
three theses —laid down by Professor Clark at the end 
of his article — concerning the real character of the “ ab- 
stinence” undergone by the one who saves, and concern- 
ing the weighing of present assured satisfactions given up 
against less certain future enjoyments spread through a 
longer interval of time. And I may add that it is ever 
a genuine satisfaction to me to find myself in agreement 
with an author whom I esteem so highly. 

But whence comes this strange unison in the midst of 
dissent? I believe it is owing to an excellence in my 
esteemed opponent to which I have already once adverted ; 
namely, to his extraordinarily shrewd observation of facts. 
He has, I think, set up an unfortunate general concept; 
but his own fine scientific tact happily always keeps him 
at least from drawing those deductions from his general- 
ization which would bring him into conflict with facts. 
Arrived at the danger point, either he breaks off his 
deductions or he evades the issue, as we have seen, by 
instancing un exception. With himself the error involved 
always remains a purely Platonic, academic error. 

Unhappily, however, it does not remain so for science as 
a whole; and this it is that has led me to join issue, first 
and so positively, with the writer among all my critics 
whose doctrine differs perhaps least from mine in its con- 
sequences. In him I combat above all else the dangerous 
example through the imitation of which his less adroit and 
wary followers will, or would, do far more harm than he 
himself. Professor Clark is not the first to seek a concep- 
tion of capital distinct from the real concrete goods of 
which capital, in fact, consists; and I fear he will not be 
the last. He has had forerunners in every decade of this 
century and among most diverse peoples,— in J. B. Say, in 
Hermann, in MacLeod, in the Germans Kiihnast and 
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Schellwien, and probably in many others too. There 
seems to dwell in the human heart an enervating prone- 
ness for playing the poet in matters of science, and for 
placing by the side of the common natural things and 
forces with which we have to do in the world of prose 
visionary doubles in the form of all sorts of mystical 
beings and powers, to which a semblance of reality is im- 
parted by means of an “elegant” abstraction. I hold this 
practice to be fraught with greatest danger to science. If 
one departs from the bare truths of nature by only a hair’s 
breadth, scientific accuracy of thought is irretrievably lost ; 
the sway of truth gives place to that of words and sound- 
ing phrases. I have expressed my opinion on this subject 
repeatedly, and without reserve, in my work on Capital 
and Interest,* and I feel bound at this time to repeat it 
with the greater stress, because I esteem more highly in 
other matters the authority of the eminent scholar who 
believes it necessary on this question to take a stand dia- 
metrically opposed to mine. It is, indeed, a difference 
of opinion almost grotesquely intensified, as to which sci- 
ence must judge between us two. Professor Clark has 
shown such kindly appreciation of all that I have written 
concerning capital except in this one point only. At this 
very point, however, he believes that I have turned the 
whole doctrine of capital into a wrong course. On the 
other hand, I would believe that, if any modest excellence 


*See, for example, the Positive Theorie, p. 58 seq.; still more emphatically 
in a passage of my Geschichte und Kritik der Kapitalzinstheorien (p. 484 seq. of 
the German edition) not contained in the English edition of this work. The 
notion was involved also in the criticism of a theory of interest recently brought 
out by the German Schellwien. As I did not imagine that this theory was 
familiar to the English reading public, or of special interest to it, the whole 
paragraph referring to the matter was, in accordance with my wish, left out of 
the English edition. I am almost inclined now to regret this ; for Schellwien’s 
theory gives an illustration as instructive as, to my mind, it is deterrent of 
a case where Professor Clark’s fundamental idea, that capital itself must be 
differentiated from the capital ‘ goods’’ of which capital is made up, is used 
as the basis of reasoning by a somewhat less careful and circumspect writer 


than Professor Clark. 
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attaches to my work on the theory of capital, it is this, 
that I have endeavored to place the conception of capital 
upon a sound, natural basis,— to write, as it were, a solid 
natural history of capital in place of a mythology of 
capital. 


E. BOHM-BAWERE. 


VIENNA. 



































THE ECONOMISTS AND THE PUBLIC. 

THERE is something pathetic in the literature and 
speeches brought out by a political campaign, when, as 
has happened in recent years, the issues happen to relate 
to economic policy. The reasons urged for and against 
the programme of each party are not usually reasons that 
bear examination. They are in fact, at best, half-truths, 
and are commonly so put as to be essentially untruths. 
The ordinary voter, if he relies on the instruction so 
served up for his enlightenment, must be in a rather be- 
wildered condition, so many reasons are given on each 
side, with all the energy and with some of the appear- 
ance of conclusiveness. The plain citizen, who would 
fain know the truth of the matter, may well despair of 
finding it. 

Now, it seems to me that the teachers of economics have 
a duty towards the general public in these matters. In 
all the Babel of fallacies to which this country has had t 
listen in the past six years, how many teachers of eco- 
nomics have done anything serious towards guiding the 
public thought aright? Here and there, at intervals, a 
solitary voice has been raised; but, on the whole, the pro- 
fessed teachers of economic truth have been silent. The 
mass of the citizens have been called on to pronounce a 
judgment on difficult economic questions, without effec- 
tive assistance from the class most competent to give ex- 
pert help in arriving at the truth. On general principles, 
and in relation to any other than economic questions, J] 
think all unprejudiced persons would agree that the cas 
ought to be different. 

There are, I suppose, two reasons for the silence of the 
economists. First, the fact that the questions under dis- 
cussion have become party issues. College teachers fear 
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to place themselves in opposition to powerful party organ- 
izations,— not, of course, in the sense of fearing damage to 
their personal interests, but fearing ill-effects for the insti- 
tutions with which they are connected. Large and influ- 
ential sections of the community may be arrayed in 
hostility against our seats of higher learning. Possible 
students may be kept from attending: possible gifts and 
endowments may be withheld. These are thoroughly 
worthy considerations. If they were well founded, they 
ought, perhaps, to be conclusive. But, for one, I believe 
they are not well founded. They imply a reproach to the 
American educational spirit that seems to me to be unwar- 
ranted. Americans admire courage, and despise the lack 
of it. Their faith in the value of higher educational insti- 
tutions and their readiness to provide endowments for 
them will not be increased by a suspicion that the profes- 
sors withhold their best counsel from the public for fear of 
giving offence to some part of the public. Even if it be 
granted that aggressive frankness on the part of professors 
of economics would array some intolerant persons against 
the colleges, the loss would be less fatal than the loss of 
credit for caudor and courage. Besides, any losses in cer- 
tain quarters, due to courageous maintenance of economic 
truth, would be pretty sure to be offset by gains in other 
quarters. The colleges have less reason to fear the hos- 
tility of a few than the indifference or contempt of the 
many. I refuse to believe that even the most vigorous 
participation by college teachers in the popular discussion 
of economic questions could ever, in this free republic, 
result in damage to the interests of the colleges. 


The other reason which I suppose to influence the con- 
duct of teachers of economics is the fact that their views 
are, on the whole, pretty well known already. As to the 
principles of currency and foreign trade, economists are 
practically unanimous. Their conclusions may be found 
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in any standard treatise. Is not that enough? Have not 
economists done their duty by their fellow-citizens when 
they have demonstrated, with scientific rigor, the principles 
governing trade and money, and have published their 
work for the use of all who will read? Why throw them- 
selves into the turmoil and mud of politics, in order to do 
over again what has been well done already ? 

These questions seem reasonable ; and, if the object were 
to make a defence against the charge of concealing impor- 
tant truths from the public, the answers they suggest 
would undoubtedly constitute a very proper and sufficient 
defence. But the question is not of concealing truth, but 
of discharging civic duty. Have economists done all they 
ought to have done towards guiding and enlightening the 
people in the settlement of economic issues? This ques- 
tion is hardly to be answered by pointing to the economic 
treatises on the shelves of the booksellers. Books are ex- 
cellent, of course ; but the ordinary voter has neither time 
nor ability to get much from books, especially from such 
books as our ordinary economic treatises. The mass, if it is 
to be reached at all, must be reached by some other means. 

This suggests another difficulty that may well have de- 
terred some from taking part in the popular discussions. 
The nature of economic doctrine is far from simple. It 
lends itself with difficulty to popular treatment. The glib 
fallacy-monger has great advantages over the advocate of 
sound doctrine. But that is hardly a sufficient reason 
why sound doctrine should be left without the help of its 
best advocates. Rather is it a reason why those who have 
made a real study of the matter should arouse themselves 
to greater activity. Wheat is harder to raise than weeds 
are; but we do not, therefore, abandon the ground to 
weeds. 


This difficulty of maintaining sound doctrine in opposi- 
tion to plausible error suggests a further question: Is the 
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traditional method of presenting economic truth the best 
that can be devised? So much has been written about 
method by so many distinguished men that one runs the 
risk of being thought highly presumptuous in raising this 
question. But it seems to me there are some things to be 
considered which are not considered sufficiently in present 
methods. Political economy has two distinct phases. It 
may be regarded as aiming primarily to develop, by ob- 
servation and reasoning, the principles that govern the 
production and distribution of wealth, and to present these 
principles in the most logical and scientific form. On the 
other hand, since the conclusions of political economy bear 
directly on the public welfare, it may be regarded as pri- 
marily designed for the enlightenment of the people, so 
that they may decide wisely as to questions affecting their 
industrial welfare. These two objects have probably been 
more or less in the mind of every writer. Theoretically, 
the two interests ought to be identical. The most purely 
and iigorously scientific treatment ought to be the most 
effective for all purposes. But experience seems to me to 
raise a serious doubt whether, the world being as it is, the 
popular and practical interest has not been sacrificed to the 
supposed scientific interest. 

The method of the books is excellent from a logical 
standpoint ; but its merit is chiefly logical. If the great 
thing be to unfold economic principles in an orderly and 
philosophic manner, the object has undoubtedly been at- 
tained. But, unfortunately, the great world is little able 
to appreciate logical symmetry. Men are proud of their 
reasoning faculty ; but they do not trustit far. The animal 
instinct to go by observation, or supposed observation, is 
strong enough in most men to overbear the mere reasoning 
faculty. Perfection of logical form may be the worst pos- 
sible form for carrying conviction to the popular mind. 
Our standard economic treatises, if regarded as instru- 
ments of public education, have no small share of this 


































136 QUARTERLY JOURNAL OF ECONOMICS 





faulty perfection. They are written with a steady eye 
towards logical system rather than practical usefulness. 
They appeal to the studious few rather than to the gen- 
eral mass of men. The industrial organization is, so to 
say, studied anatomically: each part or phase has its 
own separate treatment. Abstraction is steadily made of 
everything that is logically irrelevant to the precise point 
in hand. The result is, undoubtedly, a great gain in clear- 
ness so far as regards the mere task of comprehending the 
doctrine. But there the gain ends, and the practical diffi- 
culty begins. 

Political economy is an excellent mental gymnastic ; 
but that, surely, is but an incident. Its real mission is to 
enlighten the people as to their industrial interests; and, 
when we ask how well it is succeeding in this mission, the 
answer has to be rather despondent. The cause of the 
failure is, no doubt, primarily the great natural difficulty 
of the subject; but I think experience shows that the ef- 
fort to attain simplicity and clearness. by the anatomical 
method gives rise to a second difficulty more formidable 
than the first. This is the difficulty of seeing how the 
doctrine, when mastered, applies to the complex hurly- 
burly of actual affairs. How many among our thousands 
of students are able to see the application clearly, and to 
give effective “light and leading” to their fellow-citizens 
in the solution of practical questions? The few who suc- 
ceed in doing this are obliged to discard the method of the 
books, and strike out on methods of their own. 

This ought surely not to be so. Yet, so far as my ob- 
servation goes, the matter is getting worse rather than 
better. The newer writers seem to me to be making polit- 
ical economy more than ever a philosophy for the learned 
few, and less than ever an intelligible guide for the com- 
mon man who would fain obtain light on practical eco- 
nomic questions. We run more and more into abstrac- 
tions and hair-splitting refinements; we elaborate laws of 
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substitution and of economic equivalence ; of derived de- 
mand price and of composite supply price; of monopoly 
revenue curves and total benefit curves; of quasi-rents 
and consumer’s rent and rent of ability; of pure capital 
and concrete capital; of total utility and marginal utility ; 
of static economics and dynamic economics; and so on. 
Meanwhile the people, from ignorance and misconception 
of their own interests, set up barriers against freedom of 
trade or run after will-o’-the-wisp schemes for improving 
the currency: or the laborers seek to improve their own 
condition by stopping the wheels of industry or by de- 
stroying property and personal liberty. 

It may be that economists could do nothing to diminish 
these evils; but they could at least try. The first step 
towards doing something effective must be, in my opinion, 
the abandonment of the traditional form of presentation, 
together with the tangled array of refinements and subtle- 
ties which have converted economics into a sort of scho- 
lastic philosophy. 

The alternative would seem to be the development of 
two political economies: one for the use of plain people, 
who wish for help towards right thinking on practical 
questions ; the other for such as are primarily in quest of 
a field for the exercise of logical acuteness without regard 
to practical usefulness. Whether it would be possible to 
maintain a plain practical system for the use of the unin- 
itiated, while the accredited teachers of the doctrine were 
working on a different-looking system, may be regarded as 
doubtful. The instruction of the people in those economic 
principles that concern their welfare must always be diffi- 
cult. Unless the college teaching goes on all fours with 
the popular teaching, the colleges do little towards fitting 
men to be the guides and teachers of the nation. At all 
events, I think experience shows that the present college 
training in economics, so far from fitting men for giving 
popular instruction, really seems to go far towards unfit- 
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ting them for it. The doctrine, as they have it, lies in a 
form quite unsuited to the case; and it hampers them at 
every turn when they try to see things and to state prin- 
ciples in a different way.- What we need is a training 
that shall enable our students to apprehend economic 
truths in the precise forms best adapted for popular ex- 
position. They must be taught to grapple with the facts 
of industrial life as these present themselves to the actual 
observer; must be prepared to trace the operation of eco- 
nomic laws and the results of economic changes, as these 
work themselves out in daily business. I should fear that 
the farther we carry them in the study of marginal utility 
and pure capital and composite supply price and total 
benefit curves, the less prepared they will be to give a 
plain and telling exposition of practical economic truth 
in relation to practical economic questions. The state of 
mind that goes with abstractions and curves seems to me 
to be wholly at variance with the needs of the other task. 
I think that experience shows it to be so. If this be 
true, the conclusion follows that what we need is not 
two methods of treatment, but a single treatment that 
shall care little for logical symmetry, and much for prac- 
tical use. 


A characteristic of the new treatment must be to pay 
much more attention to immediate and temporary effects 
of economic changes than the traditional method has 
paid. Precisely here, in my judgment, we may find one 
of the main causes of the failure of economic principles 
to reach the popular comprehension, and win popular con- 
fidence. The ordinary man is concerned about immediate 
effects, and is commonly quick enough to perceive them. 
Remote and slowly developed consequences are altogether 
less apt to connect themselves, in the popular mind, with 
the causes to which they are due. Now, it is, on the 
whole, the way of the old method to ignore immediate 
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consequences. It addresses itself to the long result, and 
makes short work of intermediate stages and temporary 
effects. Of course, we all agree that the long-run effect is 
the great thing, and must be the main subject of economic 
study. But then political economy has a practical mission 
to fulfil. It must enlighten the common citizen; and, in 
order to do this, it must meet the citizen on his own 
ground. The ordinary man is not a philosopher. His 
reasonings, like his business, run in very practical chan- 
nels. He will have his political economy in that form or 
not at all. In his political economy, as in his business, 
he will be greatly concerned about immediate conse- 
quences ; and in his reasoning about industrial matters he 
must take things in their ordinary, every-day shape. Any 
doctrine or argument that asks him to abandon this 
ground he is pretty sure to distrust as unreal or illusory. 
The world of actual industry he thinks he knows; but he 
fails to recognize, in the dissected world of economics, 
the living, throbbing, bustling world with which he is 
familiar. 

How, then, shall economists gain the ear and the confi- 
dence of the men of affairs? It may be, of course, that 
the thing is impossible. The “practical” man is not 
always in a teachable frame of mind. He is, perhaps, a 
little prone to imagine that he already knows all there is 
to be known about industrial questions. But, at least, 
the experiment may be made of putting sound principles 
in the form in which ordinary men may be expected to 
comprehend them and to perceive the foundations on 
which they rest. Clearly, the great public has every 
reason for wishing to know the truth, and for aiming to 
have national legislation based on the soundest and high- 
est views of public interest. 

In order to come to close quarters with our subject, let 
us take the tariff question. The principle that inter- 
national trade is an exchange of products, that imports are 
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paid for in exports, is justly regarded as fundamental by 
the economists. As a fundamental principle, applicable 
in the long run to all trade between distinct communities, 
nothing could be more demonstrably true. But for the 
single month or the single year, as every economist knows 
well, the principle may seem to be at variance with fact. 
Now, in our eagerness to establish the general law, sure 
to govern in the long run, we may too readily slur over 
the ebbs and flows of international trade, and so forfeit at 
once the confidence of the man who looks at the whole 
matter from the standpoint of last month’s trade returns. 
This is sure to happen if, as is so commonly done by 
economists, trade between countries is treated as if it were 
carried on by barter. The assumption of barter takes the 
treatment out of obvious relation with the actual course 
of the trade: the “ practical” man refuses to follow. He 
thinks of the independent action of the various merchants 
engaged in each line of trade. He recurs to the inequali- 
ties, often so marked, between imports and exports, and 
quickly makes up his mind that economists deliberately 
fly in the face of fact and reality. 

Now, here, at least, is a point at which something may 
be done to give economic truth a form more obviously in 
harmony with every-day observation. We may set out 
from the practical side. Using the statistics of trade be- 
tween countries, and taking into view periods of sufficient 
length, the tendency of imports and exports towards a 
rough equality is easily shown. Where permanent differ- 
ences exist, the cause is usually known; and the case can 
be shown to form no real exception to the general rule. 
Temporary disturbances of the equilibrium can be shown 
to have a tendency to supply a corrective, which in the 
course of time restores the balance. The broad truth that 
communities meet their obligations to all other communi- 
ties by sending products of labor, that exportation implies 
importation, and that obstructions to either of these 
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movements of goods are in the end obstructions to the 
other, can be exhibited as generalizations from trade statis- 
tics. Even the most narrowly “practical” man could 
hardly refuse his adhesion to these principles if presented 
to him in this form. The process of reaching the conclu- 
sion in these cases would help him to see the relations be- 
tween temporary and long-run effects, would help him to 
understand what economists mean by general laws, and 
how short-sighted a view one takes who looks only at the 
immediate results of any change in economic conditions. 
It may be that the economist may also learn something 
by attending more to immediate results. The immediate 
result is a stage in the working out of the final result. 
As such, it has some importance; and, as a help toward a 
proper apprehension of the whole subject, it may have very 
great importance. To slight it or to skip it altogether 
is to leave a serious gap in the treatment. The air of 
unreality which business men complain of in political 
economy is probably due to this cause as much as to any 
other. 


Let us now consider that fundamental principle of eco- 
nomics, that the origin of international trade is found in a 
difference in comparative costs of the commodities ex- 
changed. This is, perhaps, the principle that business 
men are most inclined to resist and reject. They look 
only at the price of the single commodity in each country ; 
and they know that it is a difference in this that causes 
any commodity to be carried from one country to another. 
They know that American wheat is sent to England when 
the English price is enough above the American price to 
make the sending profitable ; and that, when this ceases to 
be the case, wheat is no longersent. Similarly, they know 
that, when English cloth can be sold here for a price suffi- 
ciently above the English price to afford a profit on the 
bringing of it, it is brought; and that, when this ceases to 
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be true, men give up bringing it. A difference in price 
on either side and the immediate consequences resulting 
they readily apprehend. But this seems to be as far as 
their own observation and reflection carry them. 

Now, it may be that the business man’s training and 
habits of mind make him impervious to a doctrine so com- 
plicated as that of comparative cost. But whatever hope 
there is of getting him to perceive and accept the princi- 
ple lies, it seems to me, in approaching the matter from 
this practical side, as a matter disclosed by the prices. He 
can be trusted to see that the lower price of wheat and the 
higher price of cloth prevailing in America, as compared 
with England, is a condition of things which cannot be 
accounted for by difference in wages in the two countries 
or by any other circumstance that is common to all indus- 
tries in either country. When a man is once brought to 
see that point clearly, he has made the first important 
step in mastering the economics of international trade. 
Until he does see it, no merely reasoned demonstration 
going to show that a permanent tendency to exchange 
products must rest on difference of comparative costs, is 
likely to effect for itself a lodgment in his thoughts. 


My proposition, then, is that, instead of approaching this 
principle on an assumption of barter between countries, we 
approach it on the practical basis of prices. The thing to 
be shown is that, in the case just referred to, the ratio of 
the cost of cloth to the cost of wheat in the United States 
must be different from the English ratio. If, in ordinary 
circumstances, wheat be lower and cloth higher in price here 
than in England, the ratio of price to price in America 
must be different from the English ratio. This is a mere 
matter of rule of three, which even the most practical man 
would admit to be incontrovertible. To make the point 
perfectly obvious, one needs but take the actual figures 
from the prices current in the normal situation of trade in 
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both countries. But, prices being the practical manifesta- 
tion of costs, it follows that the American ratio of cost of 
wheat to cost of cloth is different from the English ratio. 
I suppose every business man would admit freely that the 
ratio of prices could not be usually different, unless the 
difference rested on some cause connected with compara- 
tive costs in the two countries. What the cause may be, 
in each case, is a subject for investigation. That it is not 
the high wages of this country, nor yet low wages in 
England, ought to be clear to all intelligent persons. If 
anybody undertakes to maintain that low wages in England 
make her cloth cheap and her wheat dear, whereas high 
wages in America make American cloth dear and Ameri- 
can wheat cheap, he may as well be left to enjoy his own 
wisdom in peace. I think no business man would argue 
so, or refuse to accept the economic principle of compara- 
tive costs, if put before him in this practical form. 

The question of the tariff, so far as it is a question of 
commercial loss or gain, turns on these two fundamental 
propositions,— that imports are the necessary payment for 
exports, and that international trade is but a method of 
procuring commodities at the lowest cost. These proposi- 
tions can obviously be developed and enforced on the 
practical basis with some important advantages over the 
more abstract method. On this basis the believer in pro- 
tective duties would not find himself ignominiously ruled 
out of court by the mere form of the discussion. He 
could no longer turn away in disdain from the mere 
theorizer. He can be met on his own ground. Further, 
on this basis we should be able to appreciate better the 
reasons he has for the faith that is in him. There are 
some points in his case that deserve to be seriously met, 
but can hardly be said to be met by the customary treat- 
ment. Here is, in a special degree, a need of distinguish- 
ing carefully between the immediate and the remote effects 
of any given action or change. We shall find, I think, 
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that most of the protectionist faith has reference to, or is 
based upon, some of the temporary consequences of a 
newly imposed: tariff. Most of the free trade faith and 
argument has reference to the permanent consequences. 
There is thus a failure of connection between the two 
opposing arguments, with resulting loss of time and 
temper on both sides. We can freely admit that there 
are some elements of seeming benefit in the establishment 
of protective duties, for a limited time. When a country 
changes from a free trade to a protective system, it is clear 
that on general principles there is likely to be a period 
of seeming prosperity. Those of her people who produce 
for exportation will not for a considerable time suffer any 
ill effects, as exporters, from the restriction of imports. 
Foreign countries will go on buying as freely as before. 
On the other hand, those who produce for the home 
market articles which they had previously to sell in com- 
petition with imported goods will now find readier sale 
for their products. They may even raise their prices, and 
still dispose of their whole product. Presently an inflow 
of money from other countries begins, taking the place 
of the goods excluded by the new duties. As long as this 
influx of money lasts, it tends to maintain an upward 
movement of prices and money wages. Thus, during the 
whole period of readjustment to conform to the new condi- 
tions, we should expect abnormal activity of trade, with 
the outward signs of unusual prosperity. 

The export trade and the industries supplying it would 
of course be in a different case. They would presently 
begin to be aware of an increasing money-cost of produc- 
ing their goods, accompanied by declining prices for them 
in the foreign markets. They would thus be pinched at 
both ends of their operations. But their troubles would 
be somewhat later in arriving than the good times of their 
neighbors, and would not be so likely to be attributed to 
the tariff. So that the general result of imposing a tariff 
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on imports is likely to be a period of what is called com- 
mercial prosperity. 


Of course, the prosperity may be in appearance only, 
and is sure to be in the long run a dearly bought favor. 
But what I am concerned to point out is that the pro- 
tectionist view has a certain temporary basis to rest on. 
A rise of prices is no general advantage, and brings no 
real prosperity. But a time of rising prices is, all the 
same, a comfortable time for business men. Goods sell 
easily and, in a sense, profitably. Probably, in political 
economy, we make too little of the difficulty of selling. 
We assume, or seem to assume, too readily that all 
products may be sold promptly and profitably if only the 
due proportion of each article be produced. But there is, 
in fact, great trouble usually in finding the person who is 
to buy and consume each commodity. Men of business 
are full of anxieties and perplexities on that head most of 
the time. Anything that gives even a temporary fillip to 
the sale of goods, at satisfactory prices, is pretty sure 
to find favor in their eyes, unless it be a thing evidently 
bad and dangerous on the face of it. Economists might 
probably do much towards winning business men’s confi- 
dence for economic doctrine if they made more effort to 
accommodate their instruction to the business atmosphere. 

This is particularly true, I think, in this matter of the 
tariff. Economists can afford to give frank and full recog- 
nition to whatever of transient and seeming benefit a newly 
imposed tariff brings to business. Doing that, they would 
probably gain a more friendly hearing for their demonstra- 
tion that, as a permanent institution, a protective tariff is 
injurious and burdensome to all concerned, especially so 
if this demonstration be worked out, as I think it may be, 
on thoroughly practical lines. A protective tariff is not, 
on economic principles, a tax, nor yet a system that en- 
riches manufacturers at the expense of the rest of the com- 
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munity: it is simply an obstruction, keeping the commu- 
nity from getting certain commodities in the easiest way. 
Herein lies a large part of the difficulty of presenting the 
case against it. It is as if we had to argue against closing 
our best mines or against prohibiting the cultivation of our 
best lands or the use of the best machinery. Still, we 
know that thousands of honest and reasonable men are 
misled into regarding obstructions to foreign trade as a 
source of national advantage. It ought to be possible to 
put the true nature of the case before them in such a form 
as to reach their judgment. The tariff we hold to be a 
loss to everybody, even to those who seem to live by it. 
This loss comes to us in a business way, and surely ought 
to be traceable in a manner that should make it clear to 
business men. The great defect of the practical man’s 
view of the matter is that it is so near-sighted. Can he 
not be induced to extend his views along his own plane of 
vision? He could be asked to trace out, by his own 
method, the later results of the exclusion of foreign goods. 
The influx of foreign money, instead of the excluded 
goods, he would readily assent to. The effects of this 
addition to our currency, once the initial stage was over, 
would then be the question; and the readjustment of 
prices and money wages at home and abroad would prob- 
ably be admitted, without serious doubt or distrust, as the 
ordinary consequence. The next step would be to consider 
the effect of this double change on the exporting indus- 
tries. The argument at this point could be strengthened 
by considering the necessity that the equilibrium of for- 
eign trade, disturbed by the new tariff, shall in some way 
be restored,— the impossibility of drawing money from 
other countries in return for exports, year after year, for- 
ever. The new equilibrium could be shown to be attaina- 
ble only in one or both of two ways: first, by making ex- 
portation a losing business, and driving men out of pro- 
ducing for export; second, by so raising prices here and 
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lowering them abroad that importation could be profitably 
resumed in spite of the tariff. The first means loss and 
disaster for a part of our own producers, followed by their 
turning to the production of protected articles. In either 
case the former producers of the protected articles would 
find themselves deprived of their temporary advantage 
from the tariff. They would find their sales as difficult as 
they were before the tariff was imposed. Prices would be 
higher, but every item in the money-cost of producing 
their goods would be correspondingly increased. The 
final result could be shown to be that the community has 
been driven to more costly methods of obtaining certain 
commodities, with loss and detriment to all who consume 
them. ‘The precise extent of the loss would be difficult to 
measure, but the precise form of it can be clearly enough 
indicated on business grounds. It has been a hundred 
times demonstrated by the strictly logical method on the 
hypothesis of international barter. But that evidently 
fails to impress the men of business training. It is not 
couched in the terminology of business. Putting the re- 
sult in terms of price, and showing that, under the tariff, 
every mun who buys the protected article has to pay more 
for it, gets less of it for his day’s wages or other income, 
we should have the matter in a form which could not be 
misunderstood. If any man should undertake to maintain 
that we are benefited by a device which gives us less of 
useful commodities for our exertions, there is an end of 
argument with him. But the common sense of mankind 
may be relied on to make his following small. 


The consideration of prices undoubtedly leads off into 
a region of no small difficulty, for it brings us face to face 
with the question of the comparative value of money in 
different countries. This question has to be faced any 
way, and may better be approached, I think, by the direct 
road than by a roundabout one. The strong hold of a 
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tariff, once it has had time to work out its results, lies in 
the difference it brings about in the value of money. It 
raises the scale of money wages and prices in the protected 
country, and lowers money wages and prices in the cus- 
tomer countries. We know what a rdéle the wages ques- 
tion plays in the tariff debates. I cannot help believing 
that we should make better progress towards a general 
agreement regarding the industrial effects of tariff duties 
if it were freely conceded on all hands that protective 
duties tend to raise money wages. The evil of a tariff 
for the laborers is that it raises prices more than it raises 
money wages. We have more money, but fewer commod- 
ities, than we should have without the tariff. 

Unless a man can be got to see this side of the tariff 
question, little can be done for him or with him. It is 
almost pathetic to read the discussions, in Congress and 
out of it, regarding the “ difference of labor cost” between 
the United States and European countries. In large de- 
gree this difference, which is urged as a reason for keep- 
ing up the duties, is itself caused by the duties. Of 
course, the greater productiveness of American industry 
would make wages, both money and real, higher here than 
abroad, even if money had the same value everywhere. 
But the tariff operates to increase this natural difference 
in money wages by reducing the purchasing power of 
money in the United States and increasing its purchasing 
power abroad. 


This is one of the phases of the tariff question which 
can hardly be discussed effectively on any other than the 
practical basis of prices and statistics. Appeal may also 
be made to experience. Why does the tariff have to be 
raised from time to time in every country that has gone 
into protective duties? The rates that are sufficient at 
first become insufficient after a few years. Foreign prod- 
ucts come in over the tariff, and a cry goes up for more 
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effective protection. This is precisely what economic 
principles would enable us to predict. It lies in the 
necessities of the case, if the protective theory is to be 
consistently carried out. To meet the demand with 
denunciation of the greed of the manufacturers is, in my 
opinion, both unfair and unwise as a matter of policy. 
The case is really a convincing argument against the fun- 
damental theory of the tariff, and ought to be used to 
overturn a false commercial system instead of being 
turned into a text for arousing class hatreds and jealousies. 
The loss imposed on the nation by the obstruction of free 
exchange falls on the manufacturers as well as on the rest 
of us. If they fail to see it, they are rather subjects for 
educational missionary work than for denunciation. 


When a country that has been living under a protective 
tariff abandons it, and begins the reduction of duties, 
we should naturally expect a reversal of the conditions 
attending the establishment of a tariff. Ordinarily, we 
should look for a period of depressed trade and declining 
prices. This is part of the penalty paid for the trans- 
gression of sound principles by the establishment of pro- 
tective duties. If the change back to free commerce be 
made without business distress, it must be because of 
some special circumstance that counteracts the natural 
tendency. It may happen that the change finds business 
already depressed and prices down. This was the case 
with England at the time of her adoption of free trade 
under Peel. Or the reduction of duties may be made 
simultaneously at both ends of the international trade, 
as was done by France and England in 1786. In such 
cases the natural result of letting down the barriers 
against free exchange may be partly or wholly avoided. 
In our own case the recent reduction of duties has come 
at a time of depression, the cause of which we need not 


now inguire into. The reduction of duties being, on the 
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whole, not very great, being also in large part merely a 
removal of additional rates recently enacted, which there- 
fore had not yet worked out their full results, it was 
hardly to be expected that the immediate effects would be 
very striking, even if trade had been in normal activity 
at the date of the change. Under the circumstances the 
natural tendency towards a temporary depression may not 
be clearly manifested. But there is likely to be increased 
importation, especially of the classes of goods on which 
the reduction takes effect with the opening of the new 
year. Unless there shall be at the same time a corre- 
sponding increase of exports, we may anticipate a tem 
porary drain of gold to foreign countries. How far, in the 
existing complications of our currency, such a drain may 
affect our domestic trade, it is difficult to predict. An in- 
teresting branch of the question is how it will affect the 
Treasury. If the policy of the Treasury should be to 
meet the drain by continuous borrowing to replenish its 
reserve, we should have a new and unique condition of 
affairs. Ordinarily, the drain of gold away from a country 
is the process by which equilibrium is restored in its 
foreign trade, when a continued excess of imports has 
arisen. The disturbance is eventually overcome through 
action on prices at both ends of the trade. But, if the 
Treasury holds itself bound to call back the gold by the 
issue of new loans from time to time, the policy will be, in 
effect, an effort to counteract this operation of the natural 
laws of trade. The prospect of success in that undertak- 
ing is not encouraging. The outcome, unless prompt 
measures be taken to relieve the Treasury from its em- 
barrassing position, may be a sharp lesson on the conse- 
quences of a mistaken commercial policy, combined with 
a mistaken currency system. ‘The case is one calling for 
the best light and guidance. Will the economists remain 
silent, while the public interest suffers ? 


HARVARD UNIVERSITY. 


























STUDY OF A TYPICAL MEDLZVAL VILLAGE. 


I propose in this paper to describe what I may call the 
ancient topography of a typical English village, before the 
recollection of what it has been in the past shall have van- 
ished with its oldest inhabitants of to-day. I am not myself 
one of these, but I have known the village for a quarter of a 
century, and have now for many years been a freeholder in 
it; and it was the complicated history of my freehold as ex- 
hibited in its title-deeds which first put me upon inquiring 
into the ancient history and geography of the manor of which 
our village was the nucleus. As to the history, indeed I 
shall have little to say; but, even if I content myself with 
describing the geography of the village and parish as it has 
been described to me by old men who remember it before it 
was enclosed, I may possibly be contributing something in- 
teresting, and perhaps useful, to the study of old English 
rural life. 

Oxfordshire was one of those midland counties which were 
not generally enclosed until the last century.* When Arthur 
Young wrote his Survey of the agriculture of the county, 
close upon the end of the century, the work of enclosing had 
already gone far; and just about that time, so far as I can 
learn, an attempt was made to get the necessary act of 
Parliament to introduce the new system into our parish. 
But the parson, an old character of whom odd stories are 
still told, seems to have done all he could to oppose the proj- 
ect, and to have succeeded. He lived till 1836, and in his 
time no second attempt was made; but the advent of a new 
rector, a vigorous man of business, soon brought about the 
change, and raised us to the level of civilization which the 
villages round us had already attained. 

The enclosure actually took place in 1843. There are men 
still living in the village who remember the look of the open 
fields before the parish was divided into the compact and 


‘ 
*See the map in Professor Ashley’s Economic History, part ii. p. 304. 
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well-hedged farms of which it now consists; and one of these, 
who as a lad took part in the work of enclosing, seemed to 
take huge delight in strolling with me about the land, and 
explaining the changes that had been wrought on it since 
his boyhood. Two others, better educated, yet perhaps 
hardly so helpful, have added something to my information; 
and with the aid of my own eyes and of a good map made 
at the time of the enclosure I have been able to form a fairly 
complete picture of our ancient geography and of the econ- 
omy 0: cur little community. 

It may be as well, before I go further, to say a word about 
the character of the district in which our village lies. It is 
a part of the country of which history has very little to tell 
before the Civil War; yet, to judge from Domesday, it must 
long before the Conquest have been fairly well populated 
and brought under cultivation. If you take the railway 
from Oxford to Worcester, you come in a very few minutes 
upon our stream, the Evenlode; and, following it up along 
its winding woodland course as far as Charlbury, you then 
come out upon a more open country, with heights to east and 
west. You are still following the Evenlode, no longer in a 
winding, narrow valley, but in a wide, open district, the 
whole of which seems to be cultivated except an occasional 
stretch of wood and the meadows which fiank the stream on 
either side. These last are almost invariably used for hay 
in summer and pasture in winter. Other pasture-fields are, 
of course, to be seen, and, as we shall see, there is much grass- 
land which at one time was under the plough; but the general 
look of the slopes and hills suggests a very assiduous culti- 
vation. 

Some villages we can see from the train window, usually 
on ground rising a little from the river. Others there are, 
too, on the brow of the hills; but these are smaller and less 
obvious to the eye. If we look at the ordnance map, we 
shall find that the larger villages in the valley commonly have 
names ending in ham or ton, while among those on the hills 
such names are rare. Up there we find names such as West- 
cote, Icomb, Fifield, Cornwell, Churchill, Sarsden. There 
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are two little hill towns, which must have served as markets 
for the neighborhood,— Chipping Norton and Stow-on-the- 
Wold, which stand at a height of seven or eight hundred feet 
above the sea, and are conspicuous afar; but the regular vil- 
lage settlement seems to have been in the valley or just above 
it, if we are to judge by the prevalence of the terminations 
usually supposed to indicate it. And this rule holds good for 
the most part, as far as I can discern, among all the hills and 
vales of our neighborhood. 

One may ask whether these hams and tons — such as Lyne- 
ham, Milton, Shipton, Oddington, Bledington, and Kingham, 
which is the village I am to speak of more particularly — 
were in their origin settlements of the Teutonic invaders of 
the country, or whether, as Mr. Seebohm suggests, those 
invaders found here Roman or Celtic settlements and a system 
of cultivation ready-made for them, to which they adapted 
themselves. To this question I can give no direct answer. 
I can only say that I have not been able to find any traces 
of that continuity of which Mr. Seebohm gives some examples 
from other parts of the country. We have barrows and 
round camps on our hills, and the famous Rollerich stones, 
indicating the presence of pre-Roman inhabitants; and we 
have also within five miles to the north-west the great Roman 
road called the Foss Way, which comes across the Cotswolds 
to Stow-on-the-Wold, and so straight onwards to Coventry 
and Lincoln. To the south, again, half-way to Oxford, we 
have the Akeman Street, which crosses the railway near 
Stonesfield. Here stood a Roman villa, of which one beauti- 
ful pavement and other remains are still to be seen; but no 
village has grown up around it,— even the farm-house near at 
hand is isolated and modern. So, too, with the famous Ched- 
worth villa on the Foss Way, some fifteen miles to the west 
of us. It stands, or, rather, stood, quite alone, and was until 
lately so completely buried as to attract the attention of the 
great Darwin when he was investigating the power of earth- 
worms to hide ruins out of sight in the course of ages. Two 
villages near us do indeed bear names which may suggest at 
least a Roman origin,— Cornwell and Broadwell; and the 
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latter is quite close to the Foss Way. But, even if we admit 
that the termination well is here the survival of the Roman 
villa, I do not see that this gives us any real ground for con- 
cluding that our ordinary hams and tons had a pre-Teutonic 
origin; and the evidence of a chance discovery of a few 
Roman coins will not carry us much further.* 

So, until we have some fresh light on the question, I think 
we must conclude that Kingham, like most of the villages in 
our valley, had no existence until the West Saxons came this 
way. Taking it as a working hypothesis that, when they 
came, they had to clear the ground for themselves, let us see 
what kind of a position they chose to settle themselves upon. 

Avoiding the low-lying meadows of the Evenlode, they 
chose a rising ground to the east, which at a few hundred 
yards from the stream remains pleasantly level for a short 
distance, and then rises again for a mile or more, until at 
a height of some seven hundred feet it begins to fall again in 
what is now the adjoining parish of Cornwell. To the south- 
east this rising ground is flanked by another series of low 
meadows, through which runs a smaller stream to join the 
Evenlode at right angles. But to the north-west there is no 
such distinct boundary. Here the ground lies fairly level; 
and you may walk along it over good, sound corn-land to the 
very end of the parish. 

Whatever race it was that chose this site, it was chosen 
with a keen eye to its varied advantages. The settlement 
itself was on the level ground above the angle formed by the 
junction of the two streams; just below it the smaller of these 
could be used to turn a mill, as it still does; the land just here 
is good and wholesome, and drains naturally and easily in 


*I can hear of no Roman coins discovered in our parish. 


t In reproducing the map of the parish of Kingham on the opposite page, it 
has been found necessary to indicate by initial letters some of the divisions 
referred to in this article. The letters used are as follows: — 


U. H. for Upper Henslade Furlong. Br. for Briar Furlong. 
L.H.“ Lower “ - Cc. C. “* Castle Crooks Furlong 
U. B. “ Upper Birdsmoor “ Cw. “ Crenswell “ 
L. B. “ Lower « « G. ““ The Green, 

R. F. “ Raunce Furze “s D. A.“ The Dining Acres. 

U. D. “© Upper Down Thorns “ V. “« The Varnels, 

B.L. “ Buttocks Lake a Cc. “ The Church. 
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both directions. The low-lying meadows are close by, and 
abundant hay is grown in them; and towards the hill there 
was such an expanse of eligible land for clearing as made the 
prosperity of the settlement a certainty. Within some five 
hundred years the amount under cultivation was not less than 
a thousand acres, probably more.* 

I have said that the original settlement was in this position, 
because the village is there now. But the village has in 
course of time grown far beyond its earliest limits, and the 
question arises whether we can find any data for determining 
where the nucleus was situated out of which it grew. I 
think we have some material for making a good guess on this 
point, and will explain them as clearly as I can, with the help 
of the map. 

It is a characteristic not only of Kingham, but of almost all 
the villages round us, that the church ‘stands at one extremity, 
while the houses straggle away in one or two streets towards 
the cultivated land which before the enclosures was the “ open 
field.” In the case of the hams and tons of the valley, the 
church is usually at the end nearest the river, and the village 
has grown out in the direction of the slopes where the arable 
of the farms is for the most part situated; while the hill 
villages have taken, in some instances at least, an exactly 
opposite direction. There, whatever may be the case now, 
the ancient arable was on the slopes Jelow the village; and 
the cottages accordingly straggle down the hill, as a rule, while 
the church stands at the top by itself. It is perhaps worth 
noting, however, that this ancient arable on the slopes has at 
one time or other been turned into pasture,f and that, although 
its relation to the village geography is still quite clear to an 
observant eye, the original condition of things has been almost 
entirely reversed: the arable is now adove the village, on the 
highest ground, where the light soil and natural drainage 
offer conveniences which the original settlers presumably 
failed to discover.t 

*In Domesday it is set down as 10 hides; and the normal reckoning is 120 
acres to the hide, 

+ This is proved by the ridges and furrows which are everywhere apparent. 


t The hills were then no doubt used as sheep-runs, Then Idbury (a hill village) 
in Domesday has a very large extent of pasture for its size: so, too, Fifield. 
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These hill villages are hardly large enough to form very 


good examples of the principle I wish to make clear; namely, 
that in this district the village has had a tendency, so to 
speak, to run away from its church. Those of the valley 
show this tendency better, and we have one instance so strik- 
ing that I may be allowed to refer to it at length. Two 
miles up the valley is the large village of Oddington, of 
which from the railway nothing is to be seen except an old 
church in a wood, and a large manor-house hard by. If you 
were to alight here and cross the valley to the church, you 
would suppose it deserted; and so in fact it is, being now 
only used for marriages and burials, though it is a large and 
fine Perpendicular building. The fact is that the village has 
in this case so completely deserted its church,—I speak of 
material, not of spiritual things,— and has straggled so far up 
the slopes above towards its arable land, that a new church 
has had to be built to suit the altered circumstances. I do 
not know much of the history of Oddington; but I can have 
very little doubt that the original ton was where the church 
is now, or close by it, and that the village remained close at 
hand until the fifteenth century at least, if one may make a 
guess based on the style of the architecture of the church. 
An old man of whom I asked some questions in the church- 
yard, one day, did in fact tell me that his father, when digging 
for the squire near the church, came on the foundations of 
buildings, and that the tradition of the villagers is that their 
village has changed its position. 

Let us now return to Kingham, and see whether the same 
rule holds good here. I have already said that the church is 
at the end of the village nearest the river, while the village 
stretches away from it towards the hill and the arable. Now, 
I think that Kingham has at one time undergone very much 
the same change as Oddington, though it has been less com- 
plete and revolutionary in our case. An arbitrary lord of the 
manor might have succeeded, by enclosing land near the 
church, in driving the village away up the hill, as perhaps he 
did at Oddington. As it is, the church stands at some little 
distance from our oldest cottages; and the intermediate space 
is filled by the present rectory house, with its stables, gar- 
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dens, etc., by the old rectory house with its tithe barn, and 
by other houses belonging to the glebe or to the family 
which now represents, if any does, the ancient lords of the 
manor. The result is at this day that the village has a west 
end tenanted by the aristocracy, while the “people” have to 
content themselves with the less sheltered part which is nearer 
to their work in the fields. 

If, then, the cases of Oddington and Kingham are analogous 
in the main, and if we are satisfied that the original settle- 
ment at Oddington was close to the church, we may fairly 
assume that the same was the case at Kingham. And this is 
supported, not only by the fact that the position is in every 
way the best that could have been chosen, but by the very 
distinct traces of an ancient enclosure, which I am unable to 
resist the temptation of identifying as that of the original 
burh, or fortification, of the lord’s house, with its yards and 
buildings. Immediately behind the church is a large field, 
now generally called the Close, or Closes; and in this field, 
and enclosing the greater part of it, is a foss about eight feet 
wide, and varying in depth, rectangular in shape, pretty 
clearly marked throughout its course, except to the north- 
west where it abuts on the hollow formed by a little brook 
now drained, and where, also, it is lost among the farm build- 
ings belonging to the rectory. If we suppose it still complete, 
it would take in the greater part of the church, which stands 
almost exactly in the centre of its north-eastern side.* 

I should hardly indeed be so ready to identify this ditch as 
enclosing the nucleus of the original settlement, in spite of its 
very ancient appearance, if it were not that the ground which 
it encloses still bears the name of Bury Close. It is indeed 
only the old men who know this name, and one of them had 
already corrupted it into Betty Close when he told me of it. 
Now, such names as Bury Close, Bury Field, Bury Mead, etc., 
are common enough, not only in our district, but in other parts 
of the country; and, in all probability, each of them has some 


*The church itself, if an ancient one (ours is fourteenth century), may be 
generally taken as marking the site of the original settlement. If not succeeding 
a heathen temple, it was at least adjacent to the position of the sacred hearth of 
the lord’s house. Gomner, Village Community, pp. 128, seq. 
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story to tell. The story of ours seems to me to be plain 
enough: the word bury must be the Saxon burh,—i.e., the 
fortification made by the earliest lord of the settlement to 
protect his people and his cattle from intruders. That our 
village began its existence under the auspices of a lord is 
probable from its name, Caningeham or Keyngeham. The 
termination ham would seem to be the generic term for a 
settlement; and the special character of this one would be 
marked by the word durh, which has just managed to survive 
to the present day.* 

We have, indeed, no trace in ancient times of any residence 
here of a lord of the manor. We do not know to whom the 
village belonged before the Conquest. It was given by the 
Conqueror, as we learn from Domesday, to Godfrey de Manne- 
ville; and in his family it seems to have long remained. But 
we need not suppose that they resided here. The days of the 
immediate influence of the lord upon the village were doubt- 
less over before the Conquest; and the original burh would 
become the home farm simply, with the residence of the lord’s 
steward. Eventually, as I take it, the erection and endow- 
ment of a new church in the fourteenth century supplanted 
even these buildings; and the manor farm, which still exists 
in the form of two cottages, is at the other end of the vil- 
lage, and near the open fields. Its tenant, in fact, was driven 
away to the plebeian quarter by the increasing ecclesiastical 
and social importance of the west end. The date at which 
these changes took place would correspond fairly well with 
that of the same changes at Oddington. There, as we saw, 
the architecture of the old church shows that the village was 
still not far from it in the fifteenth century, though probably 
beginning to make room for church, parson, and squire. Here 
in Kingham the architecture of the manor farm, which I 
should guess to be of the fifteenth century also, shows that 
the same process was going on about the same time, but had 
probably begun earlier. 

*See Andrews, English Manor, p. 112, who takes burh as the quadrangle with 
the various farm buildings. A careful survey of our Bury Close will show in one 


part at least (near the church) much of that inequality and irregularity of surface 
which is usually a mark of the presence of ancient foundations. 
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Having thus arrived at a definite opinion as to where the 
original settlement was, let us proceed outwards from that 
nucleus, and see how far we can reconstruct the economical 
situation of the earliest village. So far we have been speaking 
only of the lord’s homestead, situated in this Bury Close, and 
surrounded by a tin. This may possibly, at the very outset, 
have been self-sufficing, with a few slaves or house-servants, 
who lived within it and cultivated the lord’s land; but such 
a state of things is rather conjectural than historical. In the 
dawn of what may be called historical times we seem to see 
almost everywhere the beginnings of a village, lying apart 
from the central homestead of the lord, and upon land which 
did not form part of his demesne.* A few wattled huts, 
grouped together irregularly, would probably be found, in- 
habited by men who worked the lord’s land, and held as com- 
pensation for this work some portion of land on their own 
account. This rude beginning of a village would naturally be 
looked for in the direction of the open fields where the work 
of the villagers lay; and, if we could but ascertain which part 
of the 1,876 acres of the present parish constituted the original 
open cultivated field, we should at the same time be able to 
make a fair guess at the site of the original village also, It 
would, in fact, be in that part of the present village which is 
nearest to the ancient open field. We may be quite certain 
that the land was only cleared and tilled by degrees, and that 
the ten hides of Domesday were the result of at least four 
centuries of growth and enterprise. In which direction, then, 
did the little settlement turn for its tillage in the days of its 
infancy ? 

I do not think this is so difficult a question to answer as 
might appear at first sight. Let us look again at the map of 
the parish made before the enclosure. The parish extends a 
full mile and a half up the hill of which I have already 
spoken, and occupies also its slopes which descend to the 
brook dividing it from the parish of Churchill. But all this 
more distant portion, if I am not mistaken, must have been 
practically unknown to the earliest community, or at any rate 
must have been used as waste,— perhaps for the pasturage of 


* Rogers, Economic Interpretation of History, p. 14. 
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sheep. It is divided into three “quarters” ;* and the names 
of these quarters—or two of them at least — seem to show 
that this district was once undrained moorland. Those on 
the hill are Withcombe quarter and Broadmoor quarter,— 
names suggestive of heather and withy-beds: the third one, 
including the lower slopes, is Brookside quarter. Even the 
names of the furlongs into which this district was ultimately 
divided for cultivation have the same story to tell. We find 
here, for example, Henslade furlong,t Birdsmoor furlong, 
Raunce Furze furlong, Upper Down Thorns, Crow’s - nest 
hedge, Buttocks lake, Washmarsh, and other names, now 
almost forgotten, which show that the memory of the original 
character of the region had long survived its cultivation. 

Such names as these could hardly, I think, have survived 
from the very earliest times: they more probably date from a 
later in-taking of land for cultivation. Let us, therefore, dis- 
miss from our minds for the moment all this outlying district, 
and look more particularly at the portion of the parish which 
lies nearer to the village. It is conveniently divided from the 
rest at the present time by the road which runs from Kingham 
to Daylesford. 

We must remember that every rural and agricultural com- 
munity required three different kinds of land, or, perhaps we 
should rather say, needed to put its land to three several 
uses. Some would be tilled, some used for hay and also for 
pasturage, and some for common and permanent pasturage all 
the year round. Can we find land suited for these several 
uses, and giving any indication by ancient names that it was 
so used, in the immediate vicinity of the village? In this 
way we may be able, by elimination, to lay our finger on the 
original open cultivated field, and so to get at the site of the 
earliest village itself. 

*Exclusive of Ryeworth quarter, the one north-west of the village. I do not 
think these quarters have any relation to the three-field system of cropping 
they are rather topographical names only. Cf. the analogous example in Vino- 
gradoff, Villainage in England, p. 228, etc. [My oldest informant, however, tells 


me that before the enclosure the four quarters were treated on a four-field sys- 
tem: (1) wheat; (2) barley; (3) vetch, peas, beans, etc.; (4) fallow.] 


t Hen was used for wild fowl generally (¢f. Moreton-in-the-Marsh = Moreton 
Henmarsh). Slade is an open hollow where water collects. 
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Immediately to the east of the village is the present Green ; 
and beyond this, and originally including it, we see on the 
map a tract of some thirty acres called the Marsh,* which is 
still known by that name. This was formerly common; and 
here at the present day are the oldest village allotments, 
which are the property of the parish. This I take to have 
been the waste, or earliest common pasturage, of the original 
community. It may probably have at one time extended 
further to the west towards what is marked on the map as 
the Back Closes. This waste, and the land immediately be- 
hind the lord’s homestead, which we may take to have been 
the pasturage of his own demesne, would suffice for the cattle 
and sheep of the village for the greater part of the year. After 
hay-harvest they would, however, be turned out on the hay- 
meadows. Where, in the next place, were these? 

This is an easy question to answer. All through our coun- 
try the low-lying ground by the river-sides has always been 
used for hay; for, being liable to flood in the winter, it would 
not be safe or suitable for cultivation. Now all along the 
Evenlode we have a series of meadows of this description to 
the south-west of the village; and at one spot here, until the 
enclosure, the different farmers — successors of the old villanié 
and dordarii— used to cast lots for the portion they should 
each mow, a ceremony which was followed in the evening by 
a hearty meal and a festive scene of racing and frisking. 
This took place at the spot called “Dining acres,” which is 
marked on the map; but the railway has now entirely altered 
the look of the ground as well as the course of the stream, 
and it is hard to identify it at the present day.t 

So much for two of the village requisites,— the waste and 
the hay-meadow. It will now be easy to identify the position 
of the third kind of land, which was to supply the human 


*One of my informants always pronounces this word March; and as the 
greater part of it, which is on a slope, can hardly have been cow marshy, I am 
inclined to think that this may be the true form of the word, This pasture-land 
was marked off from the arable until 1843 by a permanent “mound” or hedge 
(A.S, meare), and the name may have been transferred from this boundary to the 
land enclosed by it. 


tThis information was given me by my oldest informant, an ancient man 
called Edden, 
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inhabitants with their staple food. The map will show that 
it must have been to the north-west of the village, lying, in 
fact, between the Marsh and the Evenlode meadows. And 
this guess is confirmed by the fact that it is called on the 
map the “Town Hill”; ¢.¢., the rising ground immediately 
belonging to the tin. It is excellent land, with a slope 
towards the river, facing south-west. It is all that could be 
desired for cultivation; and, as it lay along that eligible level 
on which the village itself is placed, it was most convenient 
of access. Beyond it there stretched a long reach of land of 
the same kind, inviting extension in that direction as demand 
should arise. 

It is worth noting the names which occur in this region of 
the parish. Here we have hardly a trace of a time when the 
land had not yet been brought into subjection by man. The 
whole district is called Ryeworth quarter, a name suggestive 
of an early cultivation of a grain now seldom seen.* Within 
this the various furlongs have each its name; but with the 
exception of Briar furlong, which lay along a little runlet 
here descending from the hill, there is no name that reminds 
us of Henslade, Birdsmoor, Washmarsh, and the like. There 
are some odd names, such as Castle (or Caswell), Crooks, 
and Crenswell; but there is nothing that can indicate the 
subjection of wild land to the plough. 

Now, if the original arable of the community lay in this 
region, it was divided up, according to all the authorities 
who have written on these subjects, into strips of acres or 
half-acres, which were distributed among the tillers of the 
soil as well as the lord. It might seem almost absurd to ask, 
fifty years after the enclosure and the total disappearance of 
the old open-field cultivation to which it put an end, whether 
any trace of such strips is still to be found here. Neverthe- 
less, I believe that I have found such traces; but I must make 
a considerable digression in order to explain this before we 
return to the village. 

Ancient ploughland is in our neighborhood, as in many 

*For the early cultivation of rye, see an instance in Denton, Fifteenth 


Century, p. 317, where the reeve had equal parts of wheat and rye, the laborers 
more rye than wheat. 
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others, for the most part very clearly marked out for the 
discerning eye by the ridges and furrows of the old system 
of ploughing. Wherever the land was at all heavy, the 
farmer would apply this method to his strips in the open 
field. If, for example, his strip ,was the normal half-acre, a 
full furlong (220 yards) in length and 11 yards in breadth, 
he might make one ridge* of this piece, with a furrow on 
each side, or, if the land was very sticky, he might even make 
two ridges of it, each only 5} yards broad. The object of 
this ridging was to give the land a little help in draining 
itself: the wet would slip off the ridge into the hollow, 
and the corn planted at the top of the ridge would have a 
good, dry soil to grow in. In the hollow, where the strip 
ran with that of a neighbor, would be the meare, or boundary, 
consisting of a narrow line of turf running the whole length 
of the furlong.tf Wherever the land once thus treated has 
subsequently been turned into pasture, this formation of ridge 
and hollow has remained visible to the eye and annoying to 
the horseman and the walker, yet showing with wonderful 
distinctness, even at a great distance, the aspect of the country 
in the olden time. Though the hedges which the enclosures 
introduced have often cut right across an ancient furlong, 
and divert the eye from its shape and meaning, yet a little 
observation, especially in dry, bright weather, will reveal the 
old open field system in a perfect state of fossilization. The 
meares only are wanting. All else is there,—the ridges, or 
lands, as we still call them here, the hollows between them, 
the headlands, the hadest abutting upon the headland at 
right angles to it and the furlong, and even here and there 
perhaps a bit of gore, or no-man’s-land. In some grass fieids 


*Or “land,” in which sense we still use the word, In a terrier of 1639 the 
strips are reckoned in lands; 4.¢.,A B has so many lands in such and such a 
furlong. Later on they become ridges in the deeds (in grass-land, generally 
lays), and according to their position also butts or hades. They are, no doubt, 
the seliones of the most ancient documents. Seebohm, Village Community, p. 
19; Kennett, Parochial Antiquities, Glossary. 


+ This word is still well known here ; and the thing itself is to be seen three 
miles away, in the parish of Westcote, where there are still some 200 acres 
cultivated on the old system. 


t These are what are sometimes called butts; that is, ridges abutting on or 
“shooting on” others at right angles. 
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their own history is thus written on their surface in characters 
so obvious that the student who is fresh from such a book as 
Seebohm’s may illustrate for himself, without the aid of maps, 
all the outward features of the old system of cultivation. If, 
in fact, every strip in the open fields had been made into one 
ridge, with a meare on each side of it, we should have a per- 
fect map of the field; but this was not usually the case. Ob- 
servation and measurement in the fields themselves, aided by 
one or two old terriers, have shown me that the ridging does 
not tally, as a rule, with the old strip-divisions. The ridges 
are too narrow or the furlong is short of the proper length, 
as, doubtless, was often the case.* 

Yet in some of the oldest grass fields I have found ridges 
of exactly half an acre in extent; ¢.¢., 220 yards in length 
and 11 in breadth. And one of these is in a field just at th 
upper end of the Town Hill, which, from other considerations, 
I have come to look upon as the arable of the earliest village. 
It may be asked how I am able to guess that this field is one 
of the oldest grass fields around us. In the first place, it has 
elms growing in the middle of it which are some two hundred 
years old, and which would not be there if in that time it had 
been used as arable; but this does not carry us very far bacl 
Second, the ridging in this field has a very different look 
from that of fields which have, in comparatively recent times, 
been turned from arable into pasture: it is rugged and broken, 
and, unless you walk into it and look about you carefully, you 
might fail to notice the nature of its surface. Third, this field, 
as I was told by my oldest informant — the one who took part 
in the enclosure — was a part of the old cow-common of th: 
village, no doubt from very remote times. It was, in fact, 
the place where the cows were brought night and morning to 
be milked, the milk of every tenth day going to the rector, 
after the old fashion. And yet, in spite of its ancient use as 
a common, it bears these manifest traces of having been at a 
still remoter date in use as arable. And as its length as a 

*In a terrier of the demesne lands of the manor, made in 1639, in the posses 
sion of New College, Oxford, I find that the lands, or ridges, run from about 3 to 
6 tothe acre. They differ according to the length of the furlong and the nature 


of the land; that is, they are narrower where the land is more in need of drain- 
ing. 
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furlong is almost perfect, and the breadth of its ridges makes 
each of them just half an acre in area, I am strongly disposed 
to believe that we may look on it as still showing us the strips 
of the most ancient portion of our arable land. 

If, then, the lord and his people turned in this north-west 
direction for their arable land, it is in this direction also 
that we may assume that the earliest village was situated. 
And here, in the vicinity of the Town Hill and the old 
pasture common once under cultivation, lies still that part 
of the village which would strike the visitor as the oldest. 
Here we have a wide street with stretches of grass between 
the road and the houses; here the houses, instead of facing 
the road in an orderly row, as they do in the other and, as I 
think, more modern street, are built at various angles to it; 
and at the lower part of it, that nearest to the Town Hill, 
they are dotted about in a very irregular manner. Upon this 
feature of the modern village I do not indeed wish to lay any 
stress. I only go so far as to assert that, if we search for the 
site of the settlement before the Conquest and Domesday, we 
must look for it, not in the south-eastern street, which is now 
the main thoroughfare of the village, but in the north-western 
one, which a visitor might easily miss, and especially in that 
lower end of it which is nearest to the Town Hill. It is just 
at the right distance from the church and the lord’s home- 
stead, and it is situated almost in a central position between 
what I believe to have been the arable, the common pasture, 
and the hay-meadows of the earliest community. 

But all this is conjectural, for we have no documents earlier 
than Domesday to give us any idea of the extent of land cul- 
tivated by the population of the village or of the numbers of 
the cultivators. From the date of Domesday we start afresh 
on more solid ground, and in the rest of this paper I shall 
make an attempt to trace the growth of the village and its 
land on the basis of the great survey and later documents. 

Here is the entry in Domesday relating to our village : — 


Godfrey de Manneville holds ten hides in Caningeham of the King. 
Land for sixteen ploughs. Now in demesne four ploughs, four slaves; 
nineteen villani, with ten bordarii, having twelve ploughs. There is a 
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mill worth forty-four pence; also nine acres of meadow, and thirty-three 
acres of pasture. It used to be worth twelve pounds, now fifteen 
pounds. 


The terse language of the great survey gives us an adequate 
picture of Kingham in a.p. 1076; é.¢., of all that part of it 
which was in any sense taxable.* There may have been 
persons living in the village who do not appear in the record, 
and there may have been land as yet unreclaimed which was 
within its ecclesiastical boundary, or land appropriated to the 
church which was exempt from taxation; but we have here 
everything that was essential to the community, the church 
alone excepted. 

The first thing that strikes us is the ten hides. Authorities 
are now fairly well agreed that the normal size of the hide in 
Domesday was 120 acres; though they are also agreed that 
the size differed very much in different localities, and accord- 
ing to the nature of the ground. It is also agreed that the 
Domesday hide as a unit of assessment covers arable land 
only. Now, if we reckon the 10 Kingham hides as roughly 
120 acres each, we get some 1,200 acres, to which we must 
add the 42 acres of meadow and pasture, thus obtaining 1,242 
acres for the extent of the whole manor. The acreage at the 
present day is 1,876 acres. About one-third of the parish has 
been therefore added, or taken into cultivation (for we have 
now no waste land), since the Domesday survey was made. 
We cannot indeed depend on the accuracy of such a compu- 
tation, but the fact is clear enough that a considerable extent 
of land now and for long past under cultivation had not then 
been reclaimed. Where are we to look for this later arable? 
or, conversely, how far and in what direction did the arable of 
the village then extend ? 

I have given reasons for conjecturing that the earliest arable 
of the settlers lay to the north-west, in and about in the 
Town Hill. From this they would naturally work out in the 
direction of Daylesford, along the level called Ryeworth 
quarter on the map, and so in a more northerly direction, up 
the slopes of the hill, in the quarters called respectively 


* Vinogradoff, Villainage in England, p. 240, foll. 
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Withcombe and Broadmoor. The heights themselves were 
no doubt at this time still moorland, and, indeed, there has 
been gorse in some spots up there within the memory of 
living men; but we shall get our 1,243 acres if we reckon in 
them the greater part of the slopes comprising the three 
quarters, Ryeworth, Broadmoor, and Withcombe, leaving out 
the fourth, Brookside quarter, which stretches away so far to 
the east and into the heart of the parish of Cornwell. These 
four quarters, it has already been stated*(see page 160, note), 
were treated, within the memory of living men, on a “four- 
field” system. 

The population working this large arable is in Domesday 
only thirty-three; but we may perhaps reckon in all some 
forty families, which would give a total population of about 
two hundred. Our population now is over seven hundred, 
and our acreage only one-third larger than in Domesday; but 
we have far more in the parish than the land needs for culti- 
vation, and many of these are employed in other ways. 

Of the thirty-three workers, four were slaves belonging to 
the demesne, and housed, no doubt, in the buildings of the 
home farm. Nineteen were villani,—i.e., component parts of 
the vill, or manor,—each of them, no doubt, having his vir- 
gate, or yardland (as a rule, some thirty acres), among the 
strips in the open field, which he held of the lord in return for 
services rendered by custom on the lord’s demesne. These 
villani lived in the village itself, just as our farmers live there 
still; and each of them had a yard, or toft, as well as his house, 
and a barn for storing his corn, also a right of pasture upon 
the common, or waste. Then come the dbordarii, or cotarit, as 
they are elsewhere called in Domesday: these were not essen- 
tial parts of the community in the same way as the villani, for 
they had no strips in the open field. They were compara- 
tively new-comers, who were allowed to settle here by the 
lord, They were bound to do certain work in the fields, and 
in return had each his little croft, or garden, presumably some- 
what apart from the villani and the original village.* If I 
may be allowed to hazard a guess, I should ascribe to them — 
or, more strictly, to the lord who allowed them to settle there 


* Andrews, English Manor, p. 170, foll.; Vinogradoff, p. 148. 







































168 QUARTERLY JOURNAL OF ECONOMICS 





—the origin of that second street to the south-east of the 
village which has in recent times become our principal thor- 
oughfare. 

One question remains before we leave Domesday. Where 
were the mill, the nine acres of meadow, and the thirty-three 
acres of pasture? The mill, indeed, is still there to speak for 
itself. It is not the Evenlode that turns it,—for that stream 
was occupied by the neighboring Gloucestershire village of 
Bledington,* — but the brook which runs into the Evenlode 
just below, with a volume of water just sufficient for the pur- 
pose. This mill is very handy to the village, and especially 
to the lord’s home farm, which was, in fact, not more than two 
hundred yards distant from it. 

When we come, in the next place, to the nine acres of 
meadow,— prata, or grass-land that was used for hay,— we 
can only look for them, I think, in the fringe of low land lying 
between the Town Hill and the Evenlode. In those days, and 
indeed until very lately, the line of cultivation ran much closer 
to the river than it does now; and nine acres would cover a 
long extent of that irregular winding border of the stream, in 
one part of which, as we have seen, the farmers used to cast 
lots for the piece they were to mow, and then feast with their 
laborers on “Dining acres.” Here we find the very ancient 
word varnel or varndel,t —i.e., farden-dal, farthing dole,— 
which means the quarter of an acre which each farmer was 
entitled to mow after receiving his lot. In one of my deeds 
it is called “one man’s math in the mead.” It may surprise 
us that the portion thus used for growing hay was so small. 
but we must remember that parts of the pasture might also 
be used for this purpose, and that one-third of the whole 
arable of the village was in those days lying fallow each year, 
and could Se and was used for autumn and winter pasture. 


*In my own time our mill has yielded more and more to the enterprise of the 
Bledington miller, and is now almost extinct as a mill. It is the property of New 
College, Oxford. 


tOn the map a little further to the north-west than Dining acres. In the 
terrier of 1639 (New College), dole is the word used of portions of the hay- 
meadows ; but I do not find varndel except on the banks of the Evenlode. I 
shall have a word to say presently about the other meadow. For the etymology, 
see Kennett, Parochial Antiquities, Glossary, 8.v.; and, for a similar custom and 
name at Chippenham, see Gomme, Village Community, p. 179. 
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The demand for hay was then perhaps not so great as at pres- 
ent: the horses were fewer, and the work of ploughing done 
by oxen, for whose wants the waste and the fallow might or- 
dinarily suffice. 

Lastly, where were the thirty-three acres of pasture? By 
these I suppose we are to understand the waste land on which 
both villagers and lord had “common of pasture.” If so, we 
know where to place them. In the present village green and 
the Marsh common to the east of the village, extended per- 
haps somewhat towards the brook across the present road to 
Chipping Norton, we shall find easily thirty-three acres of 
roughish land suitable for cattle or sheep. I do not think, 
however, that sheep were ever abundant on this manor.* 
They were bred in great numbers by the neighboring Cister- 
cian Abbey of Bruerne; but I find no trace of them in the no- 
menclature of our parish, and I doubt if we had either room 
for them or understood their use as manuring agents. Our 
community, as far as I can see, was occupied almost wholly 
with agriculture proper; and the pasture that appears in 
Domesday, with the fallow of the third field in winter, would 
suffice for its cattle in the rude system of that age. 

It is two hundred years before we get another glimpse of 
Kingham, in the Hundred Rolls of Edward I.,f of which the 
date is 1279. With this I propose to close this account, for 
our later history has to be pieced together from documents 
which are still unpublished and even undeciphered. And the 
topography of the parish and village, which it was my object 
to bring conjecturally into relation with the nature and needs 
of an ancient village community, is by the time of the Hun- 
dred Rolls all but complete. Great changes are going on in 
the economy of the village, but the ground occupied by the 
community was then little less than it is now. 

The entry in these rolls is in substance as follows: The 
manor is held by the heirs of William de Manndevil from the 
Earl of Hertford as one knight’s fee, and he again holds it 
of the king. These heirs have 16 virgates of land in demesne, 
each worth twenty shillings per annum; and, as each virgate 
may be reckoned at not far from 30 acres, we may compute 


* Cf. Andrews, op. cit., p. 221. t Vol. i. p. 737. 
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this demesne land at something like 380 acres. Then follow 
the names of twenty-three villani, each holding a virgate, 
with the exception of one who holds half a virgate, often 
called a bovate. These villant, in the course of the two 
centuries since Domesday, have commuted their services on 
the lord’s land for a money payment, and pay the lord sixteen 
shillings each as rent for their own virgates,—a high rate, 
apparently, for the reason is added that their profits are risen 
far beyond the value of their labor and customary services. 
Besides these we have the names of six holders of cottages 
(cotagia), paying in all eleven and sixpence. In these cases 
no land is mentioned, and they had probably none that was 
worth money. Lastly come the names of twenty-three liberi 
tenentes ; i.e., men who held their land by a tenure free from 
all burden, whether of service or payment, the lord only re- 
taining his hold upon the land by exacting a nominal quit- 
rent, which in some instances is a pound of pepper. The 
only exceptions to this freedom from obligation are in the 
case of the village smith, who has to make four ploughs yearly 
free of cost, and the miller, John of the Mill, who pays twenty 
shillings and eleven pence. There is one cottager who holds 
on these free terms; and it is noticeable that we have the 
first mention of an ecclesiastical endowment in the form of 
two virgates belonging to the prior of Hurley.* 

The virgates in demesne are sixteen; twenty and a half 
are held by villani ; and the liberi tenentes hold about seven- 
teen more, some having two, some one, and others fractional 
parts. The whole number of virgates is fifty-three; and, if we 
reckon the virgate (or yardland) at thirty acres, we get a 
total of about 1,570 acres,—an amount of land not far short 
of the 1,876 of the present day. And the total number of 
persons mentioned in this survey is forty-six, as compared 
with the thirty-three of Domesday. Let us now consider 

*It appears from Dugdale that in 1536, in exchange for the estate of Covent 
Garden in London, Henry VIII. granted to the Abbot of Hurley in Hants, among 
other lands, a messuage and land at Kingham worth thirty-three shillings and 
fourpence. That is, on the dissolution of the monastery the abbot was given this 
land as his personal property. The neighboring abbey of Bruerne never seems to 


have got a hold on Kingham. In the thirteenth century there was only one 
tenant of the abbey in our parish, paying only four shillings. 
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these important changes in their relation to the topography of 
the village and its land. 

Where are we to look for the 300 and odd acres which 
have apparently been taken into cultivation since the Domes- 
day survey? I think it is clear that this thriving community 
—for such it undoubtedly was— pushed its arable further 
and further into the moorland of Broadmoor quarter, and 
then down the slopes towards the brook which turns the mill 
below.* I should guess that almost the whole of this easterly 
region was at this time cultivated, with the exception of that 
part, furthest of all from the village, which is marked on the 
map as Upper Common; for the fact that it retained this 
name until recently —and indeed it still retains to some ex- 
tent the appearance of a waste—seems to show that it was 
only ploughed up in comparatively recent times. This, and 
the higher lands bordering on Cornwell parish, and stretching 
to White Quar hill, which supplied and still supplies our 
building stone, may have been used as a sheep-run in an age 
when the importance of the wool trade was constantly in- 
creasing. 

The land has also greatly increased in value, and at a rate 
quite out of proportion to the amount of new land taken in. 
It was worth fifteen pounds in 1076, and it is now worth 
thirty-seven pounds four shillings and twopence. And it is 
noticeable that in this respect it is more than on a par with 
other villages round us. It happens that Mr. Seebohm se- 
lected six of our villages to illustrate the increase of the value 
of land as indicated in the Hundred Rolls; and it will be 
seen that in this little table Kingham takes the second place 
in progress and enterprise.§ 

But the most striking change is to be seen in the popula- 


* That is, Brookside quarter. 


+ The 1639 terrier shows that the demesne had common of pasture for two 
hundred and fifty sheep. But, as I have said before, I doubt whether our parish 
could ever have been made into a big sheep-run. 


t English Village Community, p. 87, note. 


§The most striking increase is that of Esthcote (Ascott-under-Wychwood), 
which has risen from eight pounds to thirty-two pounds. This may be the result 
of the creation of new “assarts” in the forest of Wychwood. There is a farm 
here still called “ Field assarts.” 
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tion, and not so much in its numbers as its condition. As I 
have already said, the total number is now forty-six as 
against the thirty-three of Domesday. If we add the steward 
and the parson and, perhaps, one or two more, we may count 
it as fifty heads of families, or some two hundred and fifty in 
all. The Black Death, which ravaged the country sixty 
years later, must have greatly diminished this number}; and 
the economic changes which followed probably kept it down 
for centuries. Looking at the details of the population, the 
first thing we notice is that the four slaves of Domesday have 
disappeared, as almost everywhere else. It is curious that the 
number of villani now exactly equals that of the villani and 
slaves of Domesday taken together. I know not whether this 
should mean that the slaves had plots of ground to which 
their liberated descendants have succeeded as villani, with the 
addition of strips in the new portions of arable. The number 
of cotters, who are called bordarii in Domesday, and are now 
described as holding cotagia, have diminished from nine to 
six. On the other hand, we have no less than seventeen liberi 
tenentes who are new to the village since Domesday ; and it is 
to these, we may suppose, that we may ascribe the increasing 
prosperity of the community, the increase of its arable, and 
the extension of the village itself. 

The origin of these “free tenants” has been fully discussed 
by M. Vinogradoff on the basis of ancient documents.* I 
will only refer to one of the explanations he gives, which has 
been also recognized by Mr. Seebohm. Remembering that 
the lord of the manor was often non-resident, we may easily 
understand how it came to be the practice to carve out of his 
demesne a portion sufficient for the maintenance of some ser- 
vant who had rendered good service in the management of 
the estate. “Grants of domanial land occur commonly in 
return for services rendered in the administration of the 
manor: reeves, ploughmen, herdsmen, woodwards, are some- 
times recompensed in this manner instead of being released 
from the duties incumbent on their holding. A small rent 
was usually affixed to the plot severed from the demesne, and 
the whole arrangement may be regarded as very like an ordi- 


* Villainage in England, pp. 323-353. 
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nary lease.”* In this way the actual demesne land would 
steadily tend to diminish, and at Kingham we find the New 
College terrier of 1639 summing it up as no more than 160 
acres. The manor, in fact, in the older sense of the word, is 
beginning to break up. Some at least of these free tenants 
must have had houses and plots of ground, besides their shares 
in the open field, which were not in existence at the time of 
the Domesday survey. To these we may perhaps ascribe the 
completion of the newer street to the south-east, and of the 
upper end of the older one. Thus the village would have 
been practically complete, and occupying pretty well the 
whole of its present site, in the prosperous days of Edward I. 
And it is a fair conjecture that it remained in much the same 
condition, and with much the same population, varying no 
doubt from time to time with healthy and unhealthy periods 
for several centuries. The number of houses marked on the 
map of 1828, though not strictly accurate, shows well how 
many have only been built within the last half-century. 

There is one more point to be considered before I close my 
account. Nothing is said in the Hundred Rolls of an increase 
of pasture and meadow; yet the extension of area and of 
population would suggest that there must have been such an 
increase. Let us see where there was room for it. I have 
said nothing as yet of a long stretch of meadow lying to the 
south-east of the village, beween the mill-pond or mill-lake, 
as it was called,—i.e., the mill-stream,— and the ditch which 
marks the line of the natural course of the brook before the 
mill was made. This meadow bears, and always has borne, 
the strange name of the Yantell,j a word of which so far 
I have failed to discover the origin. This meadow, part of 
which I have some reason to suppose was originally attached 
to the Marsh common or waste, and which has no great repu- 
tation for the quality of its hay, may have begun to be utilized 
at that time. I may add, while I am on this ground, that 
here, just on the village side of the mill-stream, is a small field 
of an acre or so called in the documents the Conygree, and by 
our folks still called Kuniger; é.e., the rabbit warren of the 
demesne. Rabbits as an article of food began to be prized 


* Vinogradoff, p. 327. + Yantall in the terrier of 1639. 
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about 1250,* so that we may refer the origin of this to the 
same period. 

But where are we to find room for increase of pasture? 
Something might be gained by the enlargement of the open 
field, of which a larger portion would now lie fallow every 
year; something, too, by the new waste land taken in at the 
top of the hill beyond the arable. But the increasing com- 
munity would also need more pasture closes, which could be 
available all the year round. I think it must have been at 
this time that a portion at least of the oldest arable of the 
village was grassed, and turned into permanent pasture. That 
oldest arable lay, as we saw, to the north-west of the village, 
and still bears on its surface the marks of ancient ploughing. 
But my oldest informant remembers it as the common pasture 
where the cows of all the farmers grazed: it was then sepa- 
rated from the open field by what he called the mound,— i.e., 
a tun or hedge and ditch sufficiently strong to keep the cattle 
from straying into the arable. It included, if I understood 
him rightly, the Marsh (or March) common, the original past- 
ure of the village; but the fact that it was not merged in the 
Marsh, but known, as we see in the map, by the name of the 
Back Closes, shows that it was a later addition. The two to- 
gether would form a wide belt of grass-land extending around 
the village to north-west, north, and east, and would supply 
exactly what was needed by a population which must have 
maintained some hundred plough-oxen, as well as cows and 
horses. The arable, if I am right, was now pushed away from 
the village at every point except on the Town Hill, where the 
land was too excellent to be used for anything but tillage. 

The evidence of the Hundred Rolls thus suggests, if it does 
not prove, that the topography of the village and its land was 
then in its main features very much the same as it was up to 
the time of the enclosure in 1843. Between 1279 and 1894 
I doubt if it suffered any considerable revolution or felt the 
economical changes of the period in quite the same degree as 


some neighboring villages. 
W. Warve Fow er. 


*Rogers, Six Centuries, p. 84. No rabbit warrens are mentioned in Domes- 
day; but they were known to Fleta, temp. Edward I. See Seebohm on Fileta, 
Village Community, p. 46. 

















THE CONCEPT OF MARGINAL RENT. 


Recent contributions to economic discussion indicate a 
widening acceptance of a formal concept of marginal rent, A 
distinction between the differential surplus accruing to the 
owners of superior qualities of land and the monopoly pay- 
ment secured for the use of marginal land may prove con- 
venient in mere descriptive classification. This does not, 
however, involve the recognition of an essential difference 
between marginal and differential rent, or the treatment of 
incomes received from land on the margin of cultivation as a 
particular item in distribution subject to a definite law of its 
own. Such a differentiation seems the result of imperfect 
analysis, and, in relation to theories of production and distri- 
bution, erroneous in theory and harmful in practice. The - 
reasoning of certain of the most careful critics of the Ricardian 
economics, notably Professor Marshall,* suggests this con- 
clusion with greater or less clearness, In the absence of any 
explicit statement of the considerations involved, it is pro- 
posed in the following paragraphs to describe the concept of 
marginal rent, to urge that its generic separation from differ- 
ential rent rests upon the curious neglect of a fundamental 
element in the law of differential costs, and to suggest the 
real influence of rent-paying marginal Jand upon normal cost.t 

The concept of marginal rent as ordinarily stated assumes 
the general proposition fundamental to the classical theory of 
rent,— that a given supply of product is derived from the 
application to land of successive portions, or “ doses,” of labor 
and capital of unlike productivity; that the portion last ap- 
plied is least productive ; that the cost of the resultant in- 
crement, by the ordinary rule of the market, fixes the cost of 
the total supply ; and that differential rent is measured up from 
this marginal cost. All rent, it is however asserted, is not 

* Principles of Economics (2d ed.), p. 458, et passim. See also “On Rent,” in 
Economic Journal, March, 1893. 


+“ Cost,” here as throughout, is employed in the objective sense, better 
expressed perhaps by Cairnes’s ‘“ expense.” 
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differential. The dictum, Rent does not enter into normal 
cost, or, in terms more in harmony with later theories of 
value, “differential gains do not affect subjective values,” * 
entirely true only in connection with the assumption of the 
employment of land for a single productive use and the con- 
sequent availability of a body of free or no-rent soil. Under 
modern industrial conditions land is, however, capable of a 
series of uses, with respect to any but the lowest conceivable 
of which there is no no-rent land. The poorest or marginal 
land utilized for any particular purpose is above the margin 
of utilization or rent-paying land with respect to the next 
lower purpose. To be retained in the first use, it must yield 


is 


a “marginal rent” equivalent to that which it would pay if 
devoted to the second use. This rent enters directly into th 
cost of the marginal product, and both in method of deter- 
mination and in relation to normal cost is distinguished from 
differential rent. 

The apparent limitation in the application of the classical 
law of rent to the classical theory of cost, herein involved, 
is found repeatedly in economic literature. John Stuart Mill 
seems to have been the first among English economists to 
give it expression. In his summary of the theory of value, 
after asserting that “ Rent is not an element in the cost of 
production of the commodity which yields it,’ Mill adds,— 

But, when land capable of yielding rent in agriculture is applied to 
some other purpose, the rent which it would have yielded is an element 
in the cost of production of the commodity which it is employed to pro- 
duce. t 

Jevons cites this passage from Mill with the criticism that 
“ Mill edges in as an exceptional case that which proves to 
be the rule.” He further asks : — 

But wherefore this distinction between agriculture and other branches 
of industry? Why does not the same principle apply between two dif- 
ferent modes of agricultural employment? If land which has been 
yielding £2 per acre rent as pasture be ploughed up and used for raising 
wheat, must not the £2 per acre be debited against the expenses of t) 
production of wheat ? f 

* Patten, Theory of Dynamic Economics, p. 94. 

t Principles of Political Economy, Book III. chap. vi. (People’s ed.), p. 291 
t Theory of Political Economy (2d ed.), Preface, xlvii, x)viii 
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Among recent writers Professor Patten has advanced a 
similar criticism with greatest force. In his latest work it is 
described as a “principle ... now accepted in discussions 
relating to rent,” and applied as follows: — 

If the marginal land used for gardening will yield a rent for wheat, 
the value of the marginal produce of garden products must equal the 
cost of the labor employed plus the rent of the land when used for wheat. 
And if this land is afterwards used for building purposes, the rent which 
gardeners would pay for the land must be added to the other expenses 
which the occupiers of these houses must pay.* 


Mr. John A. Hobson builds an acute theory of distribution 
largely upon the premise that : 

It is only of unqualified or common agricultural land, in a community 
which can obtain access to unused land, that it is true that rent forms no 
part of price. ... Wherever the worst land in cultivation for a special 
purpose draws a rent, that rent figures in prices.t 


Finally may be noted Professor Wieser’s criticism that the 
overlapping of “ secondary ” or “ derivative ” upon “ principal ” 
or “original” uses of land constitutes a radical defect in the 
validity of the Ricardian theory of rent, and that: 

Ricardo’s proposition that the rent of land does not enter into costs, 


can be legitimately applied only to land devoted of necessity to one dis- 
tinct use, such as mines, vineyards, and the like. t 


The exceptions thus noted to the entire validity of the prop- 
osition that rent does not enter into normal cost, while dif- 
ferent in approach and in conclusion, obviously rest upon the 
common recognition of a marginal rent in distribution, distinct 
from an ordinary differential surplus. 


The primary assumptions of the law of rent in its complete 
form are the variations of different soils in fertility or prox- 


* Theory of Dynamic Economics, p. 58. See also Stability of Prices, Section 
II., I1I., and Premises of Political Economy, p. 22, et passim. 


+See “The Law of Three Rents,” in Quarterly Journal of Economics, April, 
1891, pp. 272, 273; also “ The Element of Monopoly in Prices,” ibid,, October, 1891, 
p. 23. 


t Natural Value (English translation), p. 209. For similar statements, An- 
drews, Institutes of Economics, p. 167; Commons, Distribution of Wealth, p. 221; 
Duke of Argyll, Unseen Foundations of Society, pp. 299, 335. 
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imity to the market, and the declining product yielded by the 
same soil upon the application of successive portions of labor 
and capital. It is always to be borne in mind that these 
premises — the limited supply of the better or more accessible 
grades of land, and the law of diminishing returns in intensive 
cultivation — are both fundamental in principle and co-ordi- 
nate in practice. With every increase in demand, cultivation 
is spread extensively to less fertile or less accessible soils, and 
pushed intensively to less productive uses of soils already 
under cultivation. As long as land of the next poorer quality 
to the poorest in use is freely available, there will be an exten- 
sive margin or no-rent land, and an intensive margin or a no- 
rent use of land. With every change in demand, extensive 
and intensive cultivation will advance or recede, and at any 
given time the two margins will tend *. to an equilibrium; that 
is, the first portion of labor and capital applied to the poorest 
land under cultivation will yield an increment equivalent to 
that yielded by the last portion applied to the better grades of 
land. Instead of the familiar horizontally inclined line, the de- 
velopment of agriculture and the emergence of rent are shown 
more accurately by a plane inclined both perpendicularly and 
horizontally,— the first inclination representing the declining 
fertility of different soils; the second, the declining produc- 
tivity of the same soil upon the application of successive por- 
tions of labor and capital. The rent of any particular piece of 
land may be measured indifferently from the extensive or 
from the intensive margin. In the one case it is equivalent to 
the excess of the given product over that of the poorest soil in 
use, cultivated by the same amount of labor and capital; in 
the second case, to the excess product of each successive por- 
tion of labor and capital applied to the particular soil over 
that of the marginal portion. Specific rent is always an excess 
over the product of marginal labor and capital. Under nor- 
mal conditions this marginal expenditure occurs both in exten- 
sive and in intensive cultivation, and the marginal increment 

* The word “tend” is used advisedly. Assuming a gradual descent in exten- 
sive fertility or proximity and in intensive productivity, an increased demand 
will cause a simultaneous recession of extensive and intensive margins. A tem- 


porary surplus will result, and a series of weakening adjustments will occur before 
a final equilibrium is attained. 
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of product is derived in part from no-rent land, in part from 
no-rent uses of land. 

The law of rent, as thus stated, is obviously a synthesis of a 
theory of differential costs in extensive cultivation and a 
theory of diminishing returns in intensive cultivation, A help- 
ful service of recent studies in the history of economic theory 
has been to suggest the gradual correlation of these two ele- 
ments into a single rounded theory.* 

It is now apparent that James Anderson, whom McCulloch, 
Jevons, Ingram, and a succession of minor writers have urged 
as the real author of the “ Ricardian” law of rent, strenuously 
insisted that a law of increasing not of diminishing returns 
prevailed in intensive cultivation. As late as 1801, Anderson 
asserted that man “could not, indeed, add to the extent of his 
fields, but he could add to their productiveness from year to 
year, so as to make it keep pace with his population, whatever 
that might be; allowing him still to enjoy plenty to an incon- 
ceivable amount.” t+ Malthus’s Hssay on Population, inti- 
mately associated in our own day with a law of diminishing 
returns in intensive cultivation, contained in its first edition 
(1798) no explicit statement of such a law, displaying at best 
“some inkling of it here and there.” | Before the second edi- 

*See Cannan, History of the Theories of Production and Distribution in 
English Political Economy from 1776 to 1849; Patten, ‘‘The Interpretation of 
Ricardo” in Quarterly Journal of Economics, April, 1893; Brentano, James An- 


derson: Drei Schriften iiber Korngesetze und Grundrente ; Leser, Untersuchungen 
cur Geschichte der Nationalikonomie. 


t Recreations in Agriculture, Natural History, etc., vol. iv. (1801), p. 374; cited 
in Cannan, Production and Distribution, p. 145. See also Brentano, James Ander- 
son, xxiv, 

The error of substituting, as Professor Ingram and others have done, the 
phrase “‘ Andersonian theory” for “‘ Ricardian theory "’ becomes strikingly evident 
in such statements as the following: ‘‘ The truth, indeed, is, that the fact, if it were 
a fact, that all the land in a country pays rent would be irrelevant as an argument 
against the Andersonian theory; for it is the same thing in substance if there be 
any capital employed on land already cultivated which yields a return no more 
than equal to ordinary profits. Such last-employed capital cannot afford rent at 
the existing rate of profit, unless the price of produce should rise.” History of 
Political Economy, pp. 127-128. 

Professor Ingram, following a long series of writers, has correctly defended 
the Ricardian theory in the above sentence. Asan argument against the ‘* Ander- 
sonian theory,” the objection he has stated would, however, be most highly rele- 
vant. Were agriculture subject to a law of increasing returns, “last-employed 
capital’ would manifestly be rent-paying capital. 


+ Cannan, Production and Distribution, p. 144. 
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tion appeared, in 1803, Malthus had, however, read Anderson’s 
Calm Investigation, etc. (1801) —if no other of his writings — 
and had noted its characteristic assertion that increased popu- 
lation will always result in increased relative production. A 
criticism so fundamental of Malthus’s own theory that popula- 
tion tends to outrun subsistence could not be neglected, and 
the second edition of the Zssay (1803) contains a long note in 
reply to Anderson’s view.* The text of the Assay hence- 
forth intimated a law of diminishing returns in intensive culti- 
vation in such statements as the following : — 


It must be evident to those who have the slightest acquaintance with 
agricultural subjects, that in proportion as cultivation is extended, the 
additions that could yearly be made to the former average produce, must 
be gradually and regularly diminishing. t 

When acre has been added to acre, till all the fertile land is occupied, 
the yearly increase of food must depend upon the melioration of land 
already in possession. This is a stream, which, from the nature of all 
soils, instead of increasing, must be gradually diminishing. t 


In 1805 Malthus lectured on “Rent” at Haileybury,§ and 
his own clouded thought upon the subject doubtless became 
clearer. The precise nature of his academic exposition is un- 
certain. The Advertisement of the Jnguiry into the Nature 
and Progress of Kent, published ten years later, described 
the tract as containing “the substance” of the Haileybury 
notes. On the whole, it seems probable that some part at 
least of the clear co-ordination of extensive and intensive cul- } 
tivation which appeared in the Jnguiry should have figured in 
the Haileybury lectures. The twofold aspect of the rent doc- 
trine at any rate emerged in outline in Malthus’s next impor- 
tant contribution to economic literature, Observations on the 
Effects of the Corn Laws, published in the spring of 1814, 
wherein a reduction of the corn duties was opposed as tending ; 

~ to withhold capital from agriculture, “whether this fresh cap- 
ital be employed in bringing more land under the plough, or in 
improving land already in cultivation.” || 

* Essay on Population (2d ed.), p. 473. t Lbid., p. 7. 

t Zssay, 3d ed. (first Amer. ed.),p.8  § Bonar, Malthus and his Work, p. 222 
|| Observations, p. 21. 
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The parliamentary Reports respecting Grain and the Corn 
Laws, issued in the summer of 1814, revealed in evidence 
and text a manifest connection between movements in the 
price of corn and the intension as well as the extension of 
agriculture. These reports were read by Edward West, 
“the Fellow of University College, Oxford,” of Ricardo’s 
Preface. They disclosed “some important facts” to Ricardo, 
and were by Ricardo promptly brought to the notice of 
Malthus.* Malthus’s Inquiry into the Nature and Progress 
of Rent, his Grounds of an Opinion on the Policy of Re- 
stricting the Importation of Foreign Corn, and notably 
West’s Essay on the Application of Capital to Land — three 
pamphlets appearing in such quick succession in the early 
weeks of 1815 as to make independent inception certain — 
clearly co-ordinated the intensive and extensive elements of 
the rent law. The mind of Ricardo was meanwhile active 
along the same lines. His correspondence with Malthus prior 
to the publication of the parliamentary Reports reveals no 
other explanation of the rise in the price of corn than the 
obvious restriction upon importation. As has been intimated, 
Ricardo read the parliamentary Reports immediately upon 
their publication, and with care. It would have been strange, 
had they not set in motion the same train of thought they 
excited in the minds of Malthus and West. Six weeks later 
(October 23, 1814) Ricardo wrote to Malthus, “It appears to 
me important to ascertain what the causes are which may 
occasion a rise in the price of raw produce,” and suggested as 
a primary explanation “the cultivation or improvement of 
inferior lands.” f 

The appearance of Malthus’s tracts a few months later, in- 
stead therefore of working the radical change in Ricardo’s 
thought which has sometimes been ascribed to it, simply 
anticipated the results to which his mind was slowly but 
surely tending.t In the Lssay on the Influence of a Low 

*West, Hssay onthe Application of Capital to Land, pp. 1, 27-28; Letters of 
Licardo to Malthus (ed, Bonar), p. 42. 

+ Letters of Ricardo to Malthus (ed. Bonar), p. 47. 


¢+Mr. Cannan’s statement, “ When he [Ricardo] read Malthus... the whole 
subject seemed to become clearer to him” (Theories of Production and Distribu- 
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Price of Corn on the Profits of Stock, published immediately 
after and partly in reply to Malthus, it is easy to see, even 
though the statement is not made with West’s explicit detail, 
that Ricardo had clearly co-ordinated the resort to less pro- 
ductive uses of old soils with the descent to less fertile or less 
accessible new soils as the fundamental explanation of the rise 
in the price of corn.* By the appearance of the Principles of 
Political Economy and Taxation in 1817, the twofold aspect 
of the rent doctrine had become an organic part of Ricardo’s 
thought.t This was made strikingly evident two years later, 
in 1819, when a French translation of the Principles appeared, 
with notes by J. B. Say, attempting to show that there is at 
no time any land in cultivation which does not pay some rent, 
and consequently that certain of Ricardo’s conclusions, being 
deduced from the supposed existence of no-rent land, were 
unsound. Ricardo promptly wrote to his critic: — 


In regard to Rent, Profits, and Taxation, you do not observe that my 
reasoning proceeds on the assumption that there is in every country “a 
land which yields no rent, or there is a capital employed on the land 
with a view to profit and paying no rent forit.’? The latter you pass over 
without answer. t 


Say at once admitted the justice of the correction. The cor- 
J 

respondence was not, however, without good ; for, in the hope 
of preventing a recurrence of the same criticism, Ricardo in- 
serted a note in the third edition of the Principles, restating 
and definitely refuting Say’s criticism, and strengthening his 
own position by a significant paragraph too often neglected by 
critics of Ricardo: — 

tion, p. 165), is thus more satisfactory than Professor Patten’s, “ The third period 
in Ricardo’s thinking resulted from the discovery of the theory of rent by 
Malthus” (Quarterly Journal of Economics, April, 1893, p. 336), or than Professor 


Brentano’s “der von West und Malthus tibernommenen Rentenlehre” (James 
Anderson, xxxi). 

* Works (ed. McCulloch), pp. 374, 379, 386, 389. 

t Ibid., pp. 36, 37, 38, 107, 198, etc. The thought is expressed with character- 
istic looseness; and one is constantly reminded of Senior’s words, ‘‘ He [ Ricardo] 
is, perhaps, the most incorrect writer who ever attained philosophical eminence ; 
and there are few subjects on which he has been guilty of more faults of expres- 
sion than on rent.” Political Economy (4th ed.), p. 118. 


¢ Letters of Ricardo to Malthus (ed. Bonar). pp. 165, 166. 
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It is not necessary to state on every occasion, but it must be always 
understood, that the same results will follow, as regards the price of raw 
produce and the rise of rents, whether an additional capital of a given 
amount, be employed on new land, for which no rent is paid, or on land 
already in cultivation, if the produce obtained from both be precisely the 
same in quantity.* 


It was Ricardo’s firm conviction that in England, as in every 
other country, a body of no-rent land was in actual cultiva- 
tion. In his examination of Adam Smith’s doctrine of rent 
he declared, “I believe that as yet in every country, from the 
rudest to the most refined, there is land of such a quality that 
it cannot yield a produce more than sufficiently valuable to 
replace the stock employed upon it, together with the profits 
ordinary and usual in that country.” f Yet, even before his 
attention had been fixed upon the matter by Say’s criticism, 
Ricardo realized clearly that the existence of no-rent land was 
not essential to the validity of the law of rent itself, asserting 
in almost the same sentence with the above, “it is the same 
thing if there be any capital employed...on land which 
yields only the return of stock with its ordinary profits, 
whether it be employed on old or on new land.” ¢ 

It can hardly be doubted, then, that Ricardo was entirely 
aware that the marginal or cost-determining increment of 
product might or might not come from no-rent land. The 
normal cost of a product is regulated by “the quantity of 
labor bestowed on its production on that quality of land, or 
with that portion of capital which pays no rent,” or, more 
briefly, “by the productiveness of the portion of capital last 
employed on the land,”$ entirely independent of the fact 
whether it be employed in extensive or in intensive cultiva- 
tion, whether as the first applied to the worst grade of land or 
as the last applied to better grades. 


Later statements of the differential theory of rent have 
failed to emphasize the twofold aspect of the doctrine as thus 
stated by Ricardo, and as more explicitly formulated by James 
Mill, McCulloch, Senior, and Cairnes. The parallel advance or 


* Works (ed. McCulloch), p. 251. t Ibid., pp. 197, 198, 
t Ibid., p. 198. § 1bid., pp. 38, 39, 40, 41. 
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recession of intensive with extensive cultivation is neglected, 
and exclusive regard had for the extensive margin. This 
lapse can be easily illustrated. 

Professor Fawcett asserts that the rent of any particular 
piece of land may be estimated as “the difference between 
the amount which it produces and the amount of produce 
raised from the worst land in cultivation.”* Even so ortho- 
dox “a Ricardian of the Ricardians” as President Walker 
similarly declares that : 


The rent of any piece of land is determined by the difference between 
its annual yield and that of the least productive land actually cultivated 
for the supply of the same market, under equal applications of labor and 
capital. 


Such propositions are obviously true only in so far as “the 
worst land in cultivation” or “the least productive land 
actually cultivated” bears no rent. Both Professor Fawcett 
and President Walker, consciously or unconsciously, recognize 
this necessity. Professor Fawcett assumes that marginal land 
is always practically no-rent land; while President Walker 
states even more emphatically that: 


The whole theory of rent rests cn the assumption that there is a body 
of no-rent lands. These serve as a base from which to measure upwards 
the successive degrees of productiveness of the lands bearing rent. t 


And again that: 


It is of the very essence of the Ricardian law of rent that there is a 
body of no-rent lands. ... You can only make an intelligent statement 
of Ricardo’s doctrine by starting with the existence of no-rent lands, 
since the Ricardian formula measures rent upward from the no-rent 
line.§ 


Students of Ricardo, from the time of Senior and John 
Stuart Mill in England and Von Thiinen in Germany, have, 
following Ricardo’s own exposition, established the indepen- 
dence of the law of rent of the existence of no-rent land, by 
emphasizing intensive cultivation and by showing that, even 
* Manual of Political Economy (7th ed.), p. 118. 

t Ibid., p. 197. t 1bid., pp. 222, 223. 
§ Land and its Rent, pp. 73, 74. 
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though the poorest land in actual cultivation yields a rent, 
the last increment of capital applied to all lands is no-rent 
capital.* 


Intensive cultivation and the parallelism of intensive and 
extensive margins may be neglected with impunity in state- 
ments of the rent law, as long as the existence in actual culti- 
vation of a body of no-rent land is definitely assumed. This 
assumption characterizes such logical but imperfect exposi- 
tions of the doctrine as those of Professor Fawcett and Presi- 
dent Walker. The marginal increment of product is grown 
upon land last brought into cultivation. This by hypothesis 
pays no rent; and, since marginal cost fixes the level of normal 
cost, rent does not enter into cost. It is natural to assert, on 
the other hand, when the existence of no-rent land is denied 
and intensive cultivation neglected, that the marginal in- 
crement of product will be grown upon rent-paying land, and 
that the rent paid by marginal land will figure in marginal, 
and hence in normal, cost. 

The concept of marginal rent as a distinct factor in distri- 
bution, and the consequent modification of the dictum that 
rent does not enter into normal cost, urged by the writers to 
whom attention has been called in the early part of the present 
paper, embody the two conditions last stated,— denial of the 
existence in actual cultivation of no-rent land, and neglect of 
intensive cultivation. It is first shown that the various uses 
to which the same piece of land may be put ordinarily per- 
mits marginal land to command arent. Extensive cultivation 
is then kept exclusively in mind. Marginal produce is derived 
from rent-paying land, and rent, to this extent, held to enter 
as an element in cost. 

If the law of rent has been clearly stated in the foregoing 
pages, it will appear that the consideration that marginal land 
pays rent is no more evidence of the fact that rent to this 
extent enters into marginal or normal cost than the exist- 


*Senior, Political Economy (4th ed.), pp. 116, 117; J. S. Mill, Principles of 
Political Economy (People’s ed.), p. 258; and, for the repeated consideration in 
German economic writing of the relation of no-rent land to the Ricardian law, 
Mithoff, “ Die volkswirthschaftliche Vertheilung,” in Schénberg, Handbuch der 
politischen Oeckonomie, Book L., §§ 597, 598, 610. 
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ence of a body of no-rent land is essential to the law of rent 
itself. The cultivation of any piece of land, marginal or intra- 
marginal, is always pushed intensively to that point where the 
final application of labor and capital yields bare wages and 
interest. Under ordinary conditions the marginal increment 
of product is composite in character, being derived partly 
from no-rent land, partly from no-rent uses of land. The 
second part acts as a determinant of normal cost quite as much 
as the first, and is quite as independent of rent. If, with an 
increased demand for the given product, land of the next 
poorer quality to the poorest in use is freely available, the 
additional supply will come partly from this new land, partly 
from less productive uses of soils already cultivated. In 
other words, the margins of extensive and of intensive culti- 
vation will recede to a new level. If the slightly inferior 
land is not to be had in sufficient amount for the asking, if 
what is desired as no-rent wheat land has already been de- 
voted to pasturage and as such commands a rent, it follows 
that the additional product will come entirely from intensive 
cultivation. Additional labor and capital will be devoted to 
the cultivation of hitherto unprofitable uses of soils already 
under cultivation. The parallelism of the margins will be 
disturbed by the deeper recession of the intensive margin, 
marginal land will become rent-paying, and the marginal in- 
crement of product will be derived entirely from no-rent uses 
of land. It is quite possible that the new demand may be 
strong enough to make it more profitable, after the expendi- 
ture of a certain amount of labor and capital upon old lands, 
to have recourse to the rent-paying new land rather than 
to even less productive no-rent uses. But even in this event 
the new marginal land will be cultivated intensively until a 
no-rent use is reached. The cost of the increment produced 
by this final application of labor and capital will be the cost 
of the real marginal product, and into this index of normal 
cost rent does not enter. 

Professor Marshall has emphasized the one direction in 
which the substitute uses of land may be said to affect normal 
cost.* Under ordinary conditions any increased demand is 


* Principles of Economics (2d ed.), pp. 458-462. 
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met, as has been seen, by a simultaneous recession of extensive 
and intensive margins, Each margin recedes the less because 
of the accompanying movement of the other. When the 
necessary supply of new land is shut off by its ability to com- 
mand rent if devoted to some other use, the additional supply 
of product will be derived entirely from intensive cultivation. 
Recourse must be had to poorer and poorer uses of soils in 
cultivation, the intensive margin is depressed lower than be- 
fore, and marginal and hence normal cost rises in consequence. 
The increase is incidentally consequent upon and in no sense 
directly resultant from the payment of a rent by marginal 
land. 


J. H. Hotianper. 


Jouns Hopkins UNIVERSITY. 








GLASGOW AND ITS MUNICIPAL INDUSTRIES. 


One of the most important questions at present before the 
economist is that of the industrial sphere of. the State and its 
subdivision, the municipality. The matter comes home prac- 
tically to most of us in the steady increase of our local bur- 
dens, due to growing assessments and growing debt. For this 
reason it has for some time seemed to me the duty of each 
professional student of economics to put down in clear form 
the experiments which are being made in the centre about 
which he ought to know best. It is with this view that 
I venture to lay before my American colleagues a short state- 
ment of what is being done in the strictly industrial domain 
by one of the most progressive municipalities of the Old 
World. 

Glasgow is the industrial capital of Scotland, though Edin- 
burgh is the capital of the old kingdom. Its area extends 
over several square miles, and its estimated rental is over 
£4,000,000. Within the last three years the city has absorbed 
its suburbs, with the exception of three. When these are 
taken in, the population will be some eight hundred thousand. 
Some years ago John Bright made public to the world that 
twenty-five per cent. of this population lived in one-roomed 
houses. Thanks to the Augean work of the Improvement 
Trust, this proportion has now sunk to eighteen per cent. I 
have been told, though I cannot verify the reference, that 
Emerson once called it “stateliest of cities.” It is a compli- 
ment which few Glasgow men, proud as they are of their city, 
would claim for it. Like most great centres of population, it 
is severely divided into two portions,—the factories and the 
houses of the poor situated in the east, the terraces and villas 
for the most part in the west. It lies in the midst of the 
great coal measures which stretch across Scotland; and the 
country for miles round is lit up at night by the glare of 
furnaces, and is covered with the shale heaps of working or 
exhausted pits. The centre of it lies across the navigable ter- 
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minus of the Clyde. From one side of the Broomielaw Bridge 
pleasure steamers sail for the innumerable little towns and 
villages that line both banks of the lovely estuary, while on 
the other side there is scarcely sufficient water to float a 
rowing boat. It is many a year since the last salmon pene- 
trated the dark scum which washes the long line of docks and 
ship-yards. The chief industry is ship-building, with all the 
trades contributory to it. There are still many textile fac- 
tories; but among these weaving is a dying trade, for the 
reason, it is confidently said, that the public, tempted by 
cheap Lancashire imitations, will not now pay the price neces- 
sary to manufacture the Glasgow goods. The affairs of the 
river are managed by the Clyde Trust, a body composed of 
members sent by the Town Council, Chamber of Commerce, 
Merchants’ House, Trades House, and the ship-owners, with 
a revenue of £370,000 and a debt of over £5,000,000. The 
other affairs of the municipality are in the hands of the “ Lord 
Provost, Magistrates, and Town Council of the city of Glas- 
gow.” 

This body consists of seventy-seven members, elected, all 
but two, by the popular vote, and holding office for three 
years. It is not long since there was a very marked disin- 
clination on the part of the leisured classes to enter the coun- 
cil; but, with the late increase of workingmen members, this 
form of selfishness has come to an end, and all classes are now 
fairly represented. Up till the present, party politics have 
not entered into the municipal elections; and there is a pretty 
general belief that the Council, as a whole, is genuinely and 
disinterestedly concerned for the prosperity and honor of 
the city. 

An interesting circumstance about this municipality is the 
continued existence of the ancient Corporation and its Com- 
mon Good estate. While the bulk of the municipal work is 
done by separate trusts and commissions constituted and reg- 
ulated by special acts of Parliament, consisting, of course, of 
members of the Council and reporting to it, the Corporation 
remains as the parent body, possessing this private estate of 
its own, valued net at £350,000, with a separate revenue and 
expenditure, and levying besides certain assessments, the chief 
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being that for the municipal buildings, lately erected at a cost 
of £532,455. The value of this separate estate is not in what 
it yields, but in what it does. It is from the Common Good 
that experiments are made, bills promoted or opposed, initial 
expenses borne, and the like. It is by this body that the 
newest of the municipal industries is conducted. 

For the last twenty-three years the tramway service of the 
city has been in the hands of the Glasgow Tramway and Om- 
nibus Company Limited. It is a horse-car service, not supple- 
mented as yet by any mechanical traction. This company 
worked under a twenty years’ lease of the rails laid down by 
the Corporation, paying mileage rates, rent, etc., for the mo- 
nopoly. After three years of no dividend, the company grad- 
ually began to pay handsomely at the same time that, in the 
opinion of many people, their employees were not well treated 
as regards hours of labor and the service did not compare well 
with that of other cities. When, accordingly, negotiations 
were opened five years ago for the renewal of the lease, the 
feeling was widely expressed that, unless much better terms 
were agreed to by the company, as regards rental, service, and 
regard for employees, the city might with advantage take over 
the running itself. As it happened, the Tramway Company 
stood out against the Corporation’s proposals ; and the Cor- 
poration conceived that it had more or less of a mandate to 
take up this new function. Accordingly, on the Ist of July, 
1894, the Tramway Committee of the Corporation started its 
work, with entirely new plant, stud, and stables. As I write, 
the position of affairs is that there is an active rivalry between 
the old company and the Corporation, under which the com- 
munity, as consumers, are getting all the benefit which comes 
from competition. Deprived of the tramway lines, the com- 
pany is running a very complete service of omnibuses,— a ser- 
vice which had almost disappeared from the streets for twenty 
years. The Corporation, on the other hand, has introduced 
halfpenny stages, and reduced the fares all over, on some 
routes by as much as one-third. It has, moreover, reduced 
the hours of the servants, raised their wages, and clothed them 
in uniforms and civility. The cars are much more luxurious 
than the old ones. They are not disfigured by advertise- 
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ments; and they are, within the next few weeks, to be lit by 
electricity. No details of revenue and expenditure are yet 
forthcoming, but from time to time the citizens are assured 
officially that the returns are “satisfactory.” 

The lighting of the city is in the hands of the Committee on 
Gas and Electric Lighting. It is twenty-five years since this 
supply was taken over from private companies, and it is one 
of the two undertakings on the success of which there is no 
difference of opinion. As regards gas, the candle-power is at 
present 21.3, thus sharing with Liverpool the honor of being 
the highest illuminating power in the kingdom. The price 
per one thousand cubic feet is 2s. 6d., including meters, being 
the fourth lowest price in the kingdom. The capitalization is 
6s. per one thousand feet; and this is, I think, the lowest on 
record. The policy of the trust is to make the price as low as 
possible consistent with quality. If there is a chance surplus 
in any year, it goes either to reduce price or improve supply. 
No part of it goes in aid of other rates. As regards electric 
lighting, this is yet in its infancy in Glasgow. Only a few 
streets and public buildings are supplied, but there is imme- 
diate prospect of its general extension. The deficit on last 
year’s working was no more than £607, and will probably be 
wiped out by another year. 

Everybody has heard of the Glasgow water supply. Provi- 
dence was kind enough to place Loch Katrine, the “silver 
wave” known to all the world through the Lady of the Lake, 
within thirty-five miles of Glasgow; and the proprietors were 
kind enough to let us have free access and use of twelve feet 
of its surface for some £45,000, plus compensation for disturb- 
ance, the smallness of this sum showing that Highland land- 
lords are not so rapacious as Highland innkeepers. The loch 
covers an area of three thousand acres, and is famous for the 
peculiar softness and purity of its water. Since 1855, when 
the parliamentary bill was obtained, over £3,000,000 has 
been expended on the water-works. The present daily sup- 
ply is thirty-seven million gallons; but for some time exten- 
sions have been in process which will increase this to seventy 
millions without, it is said, increasing the rate. This is the 
second undertaking on the success of which there is no differ- 
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ence of opinion. The price is 6d. per pound rental of occu- 
piers, as compared with 14d. when the supply was in private 
hands, being the third lowest in the kingdom. This price, 
however, covers an unlimited supply to each house. There 
are no restrictions whatever as to number of taps, baths, or 
other conveniences. The rate for trade purposes, where the 
water passes through meters, is 4d. per one thousand gallons. 

A fourth industry is the supply and supervision of public 
markets, controlled by the Markets and Slaughter Houses 
Trust. This gives the usual municipal provision to the traders 
in living horses and cattle, dead meat and fish. Investigations 
are now being made with a view to a great extension of this 
work on the more thorough lines of continental markets. In 
this case the rates and dues, of course, pay for the expenditure ; 
and the economic working of this trust is not questioned. 

The most interesting experiment of all, in modern circum- 
stances, remains to be mentioned,— that of providing houses 
for the poor. It cannot, however, be explained without some 
reference to municipal history. In 1866 it had become evident 
that some drastic means must be taken to deal with certain 
slums in the heart of the city, of which Dr. Russell, the health 
officer, used the striking words, “It would be safer to fall 
asleep at the foot of a tree in Central Africa than at the foot 
of a lamp-post in the Bridgegate.” 

In that year a bill was obtained empowering a body, to be 
called the City Improvement Trust, to purchase compulsorily 
certain properties, to “enter upon, take, and use” certain 
streets and houses scheduled, and for this purpose to impose 
on occupiers a rate of 6d. per pound rental for five years, and 
threepence per pound for ten years thereafter. Although the 
rate-payers grumbled, the work of the trust was popular; and 
in the next twelve years most of the worst houses in the city 
were demolished, streets opened up, and over half the property 
acquired reformed and sold at good prices. But, with the 
disaster of the City of Glasgow Bank, deep depression fell 
upon the property market. The time limit of the trust was 
removed on an “honorable understanding” not to extend its 
existence longer than necessary. But still the position is that 
large areas of ground, cleared and ready for building, can find 
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no buyers; there is an annual deficit in the revenue, which is 
met by an assessment of one halfpenny ; the assets come short 
of the liabilities by some £129,000 ; and the winding up of the 
trust is still far in the future. In these circumstances, and 
with the ostensible purpose of improving their financial posi- 
tion as well as providing for the tenants dispossessed, the 
trust has considered itself justified in attempting what was 
never contemplated in the scheme,— the building and manage- 
ment of house property on its own ground. 

In the early stages this was looked on with indifference and 
even with complacency, as an interesting experiment; but, as 
time goes on and the trust is seen continuing and extending 
this work, the rate-payers have become restive and not a little 
critical. To one part of its operations, indeed, no objection is 
taken,— the building and running of the seven Model Lodging 
Houses, which house very poor persons from 3d. to 4d. per 
night. The return on these is, on the average, 43 per cent., 
even when judged with all the strictness of a commercial valu- 
ation. In this case the “model” has been followed with the 
happiest results, in that a large private undertaking, providing 
similar lodgings, now competes actively and successfully with 
the trust. 

But, as regards the building of ordinary tenement houses, 
in which as much as £100,000 will shortly be sunk, the objec- 
tion is taken that the trust is building regardless of the needs 
of the tenants dispossessed, and regardless, too, of expense. 
The houses are certainly models of comfort, sound building, 
and sanitation ; but they are not models in the suggested sense, 
—that is to say, the rents are much above the standard of the 
very poor, while they are not high enough to make the prop- 
erty pay, and encourage the private builder to follow the ex- 
ample. The returns on two properties, the rent of which is 
largely made up from the more remunerative property of base- 
ment shops, are £3 18s. 10d. and £3 11s. 7d. per cent.; while 
the returns from a third, which alone consists of one-roomed 
houses, rented from 11s. 4d. to 13s. 4d. per month, is only £2 
17s. 4d. per cent. 

It is quite clear now that this disputed question of the right 
of the trust to go further on these lines must come up soon 
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for settlement, and that the Corporation will practically have 
to put the question to the citizens whether it has a mandate to 
house the poor and subsidize the undertaking from the rates 
or not. If the answer to this is in the affirmative, Glasgow, I 
imagine, will have made the furthest svep towards municipal 
socialism yet taken by any city. But it is exceedingly doubt- 
ful if this mandate will be given. 

In conclusion, it has been suggested to me, while writing this 
article, that the example of Glasgow has not much application 
to America, as no large city in the United States has a govern- 
ment that can be trusted with the management of municipal 
industries, the prior problem there being to purify local govern- 
ment. If this is so, there is assuredly a fundamental difference 
in the conditions of American and British cities. Corruption, 
in any grave sense, is a phenomenon which has not yet emerged 
in Glasgow. The title of Councillor, and the possibility of 
rising to the dignity of Bailie, and so spending one’s forenoons 
in judging “drunks and disorderlies,” certainly does tempt 
some men to enter the Town Council who would be more use- 
fully employed in attending to their private businesses; but it 
is very seldom that even the suspicion of any more unworthy 
motive than this ambition is levelled at our city fathers. It is 
some slight satisfaction to think that there is at least one 
sphere in which the great democracy is not ahead of the older- 
fashioned world. 

Wittiam Smarr. 
UNIVERSITY OF GLASGOW. 











SOCIAL AND ECONOMIC LEGISLATION OF THE 
STATES IN 1894. 


In the following States regular legislative sessions were held 
and concluded during the year: Iowa, Kentucky, Louisiana, 
Maryland, Massachusetts, Mississippi, New Jersey, New York, 
Ohio, Rhode Island, Vermont, and Virginia. The Territorial 
legislature of Utah was also in session, and the Colorado legis- 
lature was convened in an extraordinary session. The legisla- 
tures of Alabama, Georgia, and South Carolina, met so late in 
the year that a review of their proceedings at this time is im- 
possible. Wherever mention is made, in the course of this 
article, of Georgia or South Carolina, it will be understood 
that reference is made to the sessions of 1893 in those States.* 

The Massachusetts “act regulating employment of labor” 
is worthy of attention, since it embodies nearly all the impor- 
tant legislation of that State directly concerned with the rela- 
tions between employers and employed. Much of this has 
been discussed in preceding reports to this Journal, and a mere 
recapitulation of the main provisions is perhaps all that is 
required here. The employer who, by contract with his em- 
ployees, requires the latter to forfeit a penalty for quitting his 
service without notice, is himself made liable to a like forfeit- 
ure in case he discharges the employee without notice. There 
are special provisions against intimidation and against the 
conditioning of employment on agreements not to join labor 
organizations. Time to vote at every State election must be 
allowed all employees, and any attempt to influence their votes 
is strictly prohibited. The employer is debarred from making 
any contract with his employee exempting himself from liabil- 
ity for injury to such employee. The hours of labor in various 
callings are limited: for labor on State, municipal, or county 
public works the nine-hour day is established ; the day’s work 

*The writer of this report is under special obligations to Mr. Milton Reizen- 


stein, of the Johns Hopkins University, and Mr. G. P. Wyckoff, of Iowa College, 
Grinnell, Iowa, for valued aid in the procuring and digesting of materials, 
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of street-car employees is limited to ten hours; minors in mer- 
cantile establishments can be kept at work not more than sixty 
hours in each week, There are very specific and definite regu- 
lations applying to the employment of minors and women in 
manufacturing establishments. The supervision of children 
in factories is carried farther in Massachusetts than almost 
anywhere else in the United States. The exceptional cases in 
which children under sixteen may be employed are explicitly 
defined ; provision is made for a system of “employment tick- 
ets” and age and schooling certificates; and the duties of 
truant officers as fixed by the law are such that it should 
be found extremely difficult for children to grow up in the 
factories without schooling. The meal hours of children work- 
ing in factories are sedulously guarded by the law. Children 
are forbidden to be employed in cleaning moving machinery, 
and in various other ways the law seeks to protect them 
against the consequences of neglect or ignorance on the part 
of their employers. The sanitary condition of factories is 
brought under official inspection. So, too, the management 
of elevators. Seats are required to be provided in mercantile 
establishments for female employees. The provisions of the 
law against sweat-shops and tenement-made goods are re-en- 
acted, and the weekly payment of wages is required of corpo- 
rations. Suitable penalties are prescribed for non-compliance 
with any of these regulations. 

The Rhode Island factory law is similar in many respects 
to that of Massachusetts, but deals with fewer details of ad- 
ministration. 

Previous reports have mentioned “anti-sweat-shop” laws 
passed in Massachusetts, New York, New Jersey, and Illinois. 
To this list should now be added the law passed by the last 
Maryland legislature, the principal section of which reads as 
follows : — 


If any individual or body corporate engaged in the manufacture or sale 
of clothing, or any other article whereby disease may be transmitted, shall 
knowingly, by purchase, contract, or otherwise, directly or indirectly, 
cause or permit any garments or such other articles as aforesaid to be 
manufactured or made up, in whole or in part, or any work to be done 
thereupon, within this State, and in place or under circumstances involv- 
ing danger to the public health, the said individual or corporation, upon 




















SOCIAL AND ECONOMIC LEGISLATION 197 


conviction in any court of competent jurisdiction, shall be fined not less 
than ten dollars or more than one hundred dollars for each garment or 
other articles, so as lastly aforesaid manufactured, made up, or worked 


upon. 

The next section imposes a penalty of imprisonment or fine 
for the same offence. Then follows a definition of the phrase 
“place involving danger to public health.” 


Any room or apartment which shall not contain at least four hundred 
cubic feet of clear space for each person habitually laboring in or occupy- 
ing the same, or wherein the thermometer shall habitually stand, during 
the hours of labor, at or above 80 degrees Fahrenheit, before the first day 
of May or after the first day of October of any year, or wherein any 
person suffering from a contagious, infectious, or otherwise dangerous 
disease or malady, shall sleep, labor, or remain, or wherein, if of less 
superficial area than five hundred square feet, any artificial light shall be 
habitually used between the hours of 8 A.M. and 4 P.M., or from which 
the débris of manufacture or any other dirt or rubbish shall not be re- 
moved at least once in every twenty-four hours, or which shall be pro- 
nounced ill-ventilated or otherwise unhealthy by any officer or board 
having legal authority so to do, shall be deemed a place involving danger 
to the public health, as mentioned in the next two preceding sections of 
this article. 


The insertion of the word “knowingly” in the first section 
renders conviction under the new Maryland law almost impos- 
sible, since it is extremely difficult to prove in any case that 
dealers or manufacturers Anew that the products of “sweat- 
shops” were made in places involving danger to public health 
as defined in the law. 

Another Maryland law of the last legislative session places 
a restriction on the employment of children. It provides 
that no 


‘Proprietor or owner of any mill or factory in this State, other than 
establishments for manufacturing canned goods, or manager, agent, fore- 
man, or other person in charge thereof, shall, after the first day of 
October, 1894, employ or retain in employment in any such factory any 
person or persons under twelve years of age’’; and any violation is to be 
counted a misdemeanor, and on conviction is to be fined not less than 
$100 for each offence, and the guilty party is further required to pay 
the costs of prosecution. It is further provided that one-half the fine is 
to go to the informer, and one-half to the school fund of the county 
or city in which the offence was committed. Several counties are, how- 
ever, wholly exempted from this act. 
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The law providing for a decennial census in Massachusetts, 
to be taken in 1895, intrusts to the Bureau of Statistics of 
Labor the preparation of schedules covering statistics of popu- 
lation, manufactures, mining and quarrying, agricultural prod- 
ucts and property, fisheries, commerce, libraries, schools, and 
school property. The total cost of the work, exclusive of 
paper and printing, is limited to $200,000. Another impor- 
tant line of investigation now being followed under legislative 
authority in Massachusetts relates to the subject of the un- 
employed. Professor Davis R. Dewey is the chairman of the 
board appointed by the governor for the purpose of prose- 
cuting this inquiry, and a report will be made to the legis- 
lature during the coming (1895) session. In New York a 
similar commission is gathering information relative to tene- 
ment-house life. The chairman of this commission is Mr. 
Richard Watson Gilder. 

The Ohio law creating a State board for the arbitration of 
labor disputes has been so amended as to provide for the 
enforcement, to the extent stipulated by the parties to the 
application for the board’s services, of the decision rendered. 
This decision is to be treated as a rule of the court in the 
county court of common pleas. The decision must be made 
by the board within ten days of the filing of the application. 
It is made the duty of local officials to notify the State board 
whenever a serious strike or lockout is threatened, and the 
board is required to communicate at once with both parties 
to the controversy. 

Massachusetts undertakes to protect the honest working- 
man from the extortions of so-called “employment bureaus,” 
which thrive on the desperate eagerness of men seeking work 
to ward off starvation. Having obtained employment through 
one of these agencies, and having paid the agency the sum 
demanded as commission, in case of discharge by his employer 
for any other reason than his own failure to give satisfaction, 
the man thus employed is to receive back from the agency 
five-sixths of the sum paid as commission. This is intended 
to break up the swindling practices of some of these agencies. 

Colorado and Utah have adopted the eight-hour day on 
public works; and New York has provided that none but 
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citizens of the United States shall be employed by the State, 
municipal corporations therein, or contractors for the per- 
formance of public work. 

An Iowa law requires the wages of miners to be paid every 
two weeks, “in lawful money of the United States”; and in 
no case shall there be withheld from the employees more than 
three weeks’ earnings at any one time. Failure to comply 
with an employee’s written demand for such wage-payments 
renders an employer liable for the full amount of wages un- 
paid at the time of the demand, to which shall be added a 
penalty of one dollar for each succeeding day, not exceeding 
double the amount of wages due, and a reasonable attorney’s 
fee, to be recovered in a civil action. The enforcement of the 
bi-weekly payment regulation apparently depends wholly on 
the demand made by the wage-earner, whose only recourse is 
a civil suit. There is nothing to prevent a contract waiving 
such demand. 

Massachusetts and Rhode Island require railroad corpora- 
tions to block all frogs and switches in use on their tracks as 
a means of protection to their employees. 

A Maryland law provides for the inspection of scaffolding 
and tackle used by workmen in constructing, repairing, or 
painting buildings, with a view to securing greater strength 
and safety in the apparatus. Similar provisions are on the 
statute books of New York, Massachusetts, and several other 
States. 

In New York, as heretofore, the subject of prison labor 
came up for legislative action; and the discussion resulted in 
the passage of several new laws. The employment of con- 
victs on highway improvement within a radius of thirty miles 
from either of the State prisons was authorized. It was 
required that all convict-made goods from other States than 
New York should be distinctly marked or labelled when 
placed on sale within the State, and Kentucky made a similar 
provision regarding convict-made articles from without her 
own State boundaries. New York and Ohio, indeed, go so 
far as to prohibit altogether the sale of such articles by per- 
sons not specially licensed for the purpose. An attempt was 
made in New York to restrict the employment of prison labor 
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in one particular branch of manufacturing, broom-making. An 
enumeration is to be made of all the free laborers of the State 
engaged in this industry, and 5 per cent. of this enumeration 
is to be taken as the maximum number of convicts whose 
labor can be utilized in the making of brooms to be placed 
on the market in competition with the product of free labor. 
One of the constitutional amendments proposed by the con- 
vention and adopted by the people at the recent election will 
set before the legislature an exceedingly difficult problem to 
solve. It prohibits, after January 1, 1897, the employment of 
convicts in the manufacture of any articles whatever to com- 
pete in the market with the products of free labor. It will 
remain for the legislature, then, to determine what shall be 
the future occupation of convicts now employed in making 
articles which compete with free labor. Shall they be put to 
work on the highways, or placed in solitary confinement 
without labor of any kind? These matters will have to be 
settled within the next two years, unless the new amendment 
should be repealed before the expiration of that time. The 
partial restriction of penitentiary labor in Ohio, through the 
enforced labelling of convict-made goods, threatens serious 
complications. 

Massachusetts has legalized a parole system under which 
prisoners serving their first sentence, two-thirds of which has 
expired, may be given their liberty on approval of the gov- 
ernor and council when proper assurance of their employment 
at some profitable labor is given; but no such permit can be 
granted between November 1 and March 1. 

Iowa provides for the detention in separate police stations 
of women and children under arrest in cities of over 25,000 
inhabitants, and also for the appointment of “ police matrons” 
in such cities to have charge of female prisoners and to visit 
city workhouses in which women are detained. 

In Maryland all charitable corporations authorized to supply 
food and lodging to the needy without compensation in 
money may hereafter require applicants for such aid to per- 
form a reasonable amount of labor as a condition of receiving 
it. Refusal to perform such labor will cause the applicant to 
be deemed a vagrant, and punishable as such. 
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Iowa school boards are authorized to provide books for 
indigent pupils who are likely to be deprived of the benefits 
of schooling unless such provision be made. 

In December, 1892, and December, 1893, were enacted the 
so-called “ Dispensary” acts of South Carolina. In each in- 
stance it was impossible to review this legislation in the report 
for that year, because copies of the bills in the form in which 
they were finally passed could not be obtained in time. As it 
seems that the law is now substantially perfected, and is not 
likely to be amended in any important feature while the pres- 
ent dominant party in the State remains in control of the 
government, I may be permitted to summarize its principal 
sections, although it is not legislation of the year now under 
review. The law now in force in South Carolina confers 
on the State government sole power to deal in intoxicating 
beverages within the State, providing for the appointment by 
the governor of a commissioner (who shall be an abstainer 
from the use of intoxicants) to purchase all intoxicating 
liquors to be sold within the State, all liquors so purchased to 
be tested and declared pure before being sent to the county 
dispensers, who alone are authorized to retail them in un- 
opened packages, and who are to pay the State not more than 
50 per cent. above net cost. The profits are of two classes,— 
those received directly by the State from sales to county dis- 
pensers, and those received by the dispensers from retail sales. 
These latter are to be divided equally between the county and 
the municipal corporation in which the liquors are sold. The 
dispensers themselves are salaried officials; and, as they receive 
no portion of the profits, they have no motive to seek an ex- 
tension of business. There are stringent provisions against 
the sale of liquors to minors and habitual drunkards. The 
law was designed, of course, to do away with drinking saloons, 
to raise the standard of purity in the liquors consumed within 
the State, and to add to the State’s revenues. So long as the 
law was enforced, the two latter objects were in a measure 
attained. Whether dram-shop tippling was greatly lessened 
seems to remain a disputed question. The rioting and mutiny 
which followed Governor Tillman’s determined efforts to en- 
force the Dispensary Act are matters of recent and familiar 
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history. In April last two of the three judges of the State 
Supreme Court declared the law unconstitutional on the 
ground that it created a commercial monopoly,—a function 
not pertaining to the police power of the State. The execu- 
tion of the law was suspended, as a result of this decision, for 
several months; but a change in the personnel of the court 
led, in October, to a counter decision, which held that intoxi- 
cating liquors, being dangerous to morals, health, and good 
order, are not ordinary commodities of merchandise before the 
law, and that the State, as an exercise of police power, can 
even monopolize trade in such liquors when trade is a neces- 
sary means of control. Technically, the April decision con- 
cerned the law of 1893, and the October decision that of 1892; 
but precisely the same principle was involved in both decisions. 
The recent election of the author of the dispensary law to the 
governorship, together with his apparently strong support in 
the legislature, indicates the purpose of a majority in the State 
to carry out the provisions of the law, notwithstanding its 
unpopularity in the cities and towns. 

In Massachusetts a somewhat different form of application 
of the principle of State control of the liquor traffic, known as 
“the Gothenburg system,” was under consideration by the 
legislature, and narrowly failed of adoption. This system is 
one of local control through commercial companies which re- 
nounce profits on sales. The relation of the traffic, as now 
conducted, to crime, pauperism, and insanity is to be investi- 
gated systematically by the Massachusetts Bureau of Statistics 
of Labor, acting under authority conferred by the last legis- 
lature; and an early revival of the movement to secure a 
radical change in the State’s methods of dealing with the 
traffic may be expected. 

The Iowa liquor legislation of 1894 was most peculiar. It 
had been known for years that the prohibitory law of that 
State was practically a dead letter in many cities and towns, 
some of which had actually maintained a license system in 
defiance of the Jaw. This condition of affairs had become 
unbearable; and the last legislature had to face the problem 
of legalizing in the large towns methods wholly in conflict 
with the policy of prohibition, without at the same time run- 
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ning counter to the pronounced anti-liquor sentiment of the 
rural communities. Under these circumstances nothing else 
than a series of compromises could have been expected. Con- 
cessions were made to the liquor interests on the one hand, 
and to the radical temperance element on the other. The 
new law provides, in the first place, that all persons engaging 
in the liquor business shall pay a tax of $600 a year, and that 
this tax shall be a lien on all property, real and personal, used 
in the business. A distinction is drawn, however, between 
this tax and a license for the sale of liquors. Whatever may 
be the ethical philosopher’s view of the State’s obligation to 
sanction a business from which it derives revenue, the Iowa 
law explicitly declares that it does not, in terms, legalize the 
retailing of liquors, and that the payment of the required tax 
by a liquor-seller shall not constitute a protection from penal- 
ties already enacted for engaging in liquor-selling, except that 
under certain conditions the penalties may be suspended. 
These conditions, in brief, are as follows: In cities of five 
thousand or more inhabitants, a majority of the voters may 
sign a statement of consent which will cause the payment of 
the tax, in quarterly instalments, to act as a bar to prosecution 
under the prohibitory statute, provided the business shall not 
be conducted without the consent of adjacent property owners, 
nor within 300 feet of a church or school building, that bonds 
shall be given for the payment of resulting damages and for 
observance of the law, that the selling shall be carried on in 
a single room having but one entrance or exit, and that open- 
ing on a public business street, that the bar shall be in plain 
view from the street, that no gambling, music, or other form 
of amusement shall be permitted, that no women shall be em- 
ployed in the business, that the place of sale shall be closed 
from 10 p.m. to 5 a.m. and on Sundays and holidays, and that 
no sales shall be allowed to minors or drunkards. In towns 
of less than five thousand inhabitants a statement of consent 
can have like effect only when signed by 65 per cent. of the 
voters. The prohibitory law thus remains in force in a large 
proportion of the country districts. The cities and towns have 
a kind of local option; while throughout the State the traffic 
in intoxicating liquors, whether legally or surreptitiously con- 
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ducted, is subjected to a special form of tax. Such, at least, 
is the theory of the situation; but conditions have, in fact, 
changed very little since the new law took effect. The old 
prohibitory statute is still violated openly, and liquor-dealers 
do not trouble themselves to conform to the exactions of the 
so-called “mulct” act. In the “river” towns public senti- 
ment does not demand compliance with either the old or the 
new law, and in the State at large nothing seems to have been 
gained or lost by the prohibitionists. 

The new local option law of Kentucky applies to communi- 
ties already under prohibition, as well as to all that have not 
heretofore voted on the question. Elections may be ordered 
by petitions of voters, not oftener than once in three years. 
Prohibition enacted by such a vote is not to apply to manu- 
facturers, wholesale dealers, or druggists. 

An important law was passed in Maryland relating to the 
medical treatment of habitual drunkards at suitable institu- 
tions at the expense of the State. The act provides that the 
kin of an habitual drunkard may petition the Circuit Court to 
send the drunkard to an institution for medical treatment, but 
that the patient must sign a written agreement to take the 
treatment and obey the rules of the institution. The friends 
of the drunkard must have the testimony of three tax-payers 
that they are believed to be incapable of paying for this treat- 
ment. Then, if the drunkard has been a resident of Maryland 
for six months, any judge of the Circuit Court may commit 
him to such a medical institution at the cost of the State. 
There is no requirement by which a drunkard need be com- 
mitted a second time. “ Habitual drunkard” is defined to be 
one who uses “spirituous, malt, or fermented liquors, cocaine, 
or other narcotics to such a degree as to deprive him or her of 
reasonable self-control.” 

Iowa prohibits the selling or giving of cigarettes or tobacco 
in any form to minors under sixteen years of age. Similar 
laws have been passed by many States, but are usually dead 
letters. Kentucky and Maryland make stringent provisions 
concerning the sale or exhibition of obscene literature, pict- 
ures, etc., especially to minors. 

South Carolina and Iowa make prize-fighting a penal effence. 
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In Iowa, security may be required of participants in any per- 
formance which threatens to become a prize-fight that the 
offence will not be committed. Any authorized magistrate 
may demand this security, after an investigation, when he finds 
just reason to fear an attempt to bring about such an event. 

The “race-track” laws of the preceding year in New Jersey 
were repealed, and stringent anti-gambling measures enacted, 
and in Rhode Island and Virginia pool-selling was prohibited. 

State inspection and regulation of gwasi public corporations 
have been carried farther in Massachusetts than elsewhere. 
The issue of stock and bonds by such corporations without 
official approval of some sort is strictly forbidden. In the case 
of gas and electric light companies this approval must come 
from the State Board of Gas and Electric Light Commission- 
ers; action by water companies must have the sanction of the 
Commissioner of Corporations; the approval of the Railroad 
Commissioners is necessary to all stock or bond issues on the 
part of railroad and street railway companies. 

Louisiana has created a railroad commission, with power in 
the adjustment of rates. 

The new grade-crossing law of Iowa concerns crossings of 
one railroad over another, or over swing or draw bridges, It 
provides for safety appliances at such crossings, The appor- 
tionment of cost of construction and maintenance of such 
devices between two corporations is left to the district courts. 
State authority is not invoked. 

In New York villages already owning water-works are em- 
powered to own gas and electric light plants also, whenever 
a majority of the voters so decide. 

By a new law in Iowa, women are granted the suffrage on 
questions of municipal or school bonds or increase of the tax 
levy. 

In Iowa provision is made for increasing the security of 
depositors in State banks. If the capital stock of such banks 
becomes impaired, it must be raised by assessment on the 
stockholders; and, in case of failure to pay such assessments, 
the shares are to be sold at public auction. Should the 
directors neglect to comply with these provisions of the law, 
they become individually liable for the impairment of the 
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stock. The total liabilities of a State bank are limited to 20 
per cent. of the paid-in stock. False entries or statements in 
the books of a bank constitute an offence punishable by a fine 
of $5,000, or imprisonment of from two to five years. The 
condition of each State bank must be examined by a commit- 
tee of the directors quarterly. 

State banks of circulation have been provided for in Georgia 
and Virginia. 

Maryland corporations hereafter formed will be compelled 
to pay a bonus to the State of 1 per cent. on their capital, 
with a like percentage on any future increase of capital. 

Ohio puts a special tax on the business of selling cigarettes ; 
and sleeping-car companies doing business in the State are 
taxed 1 per cent. on capital and property owned or used in 
Ohio, after deducting real estate assessed in the State. 

Kentucky taxes the stock of building associations by requir- 
ing the shares to be listed by the owners and taxed as other 
personal property of individuals; but borrowing members are 
exempted from this tax if the amounts borrowed equal or 
exceed the amounts paid in on shares, Surplus funds and 
undivided profits are to be listed by the association. 

The growing popularity of the inheritance tax is evidenced 
anew in the Ohio legislation of the year. In that State a tax 
of 5 per cent. is laid on all property, “tangible or intangible,” 
passing on the death of the grantor to any person other than 
father, mother, husband, wife, brother, sister, niece, nephew, 
lineal descendant, or adopted child of the grantor. This Ohio 
law differs from those of other States in that real estate is 
made to contribute as well as personal property. Of this tax 
the State will receive three-fourths, and the county one-fourth, 
in each case. Besides this “collateral” inheritance tax the 
Ohio legislature provided for the levying of a progressive tax 
on all inheritances known as “direct”; é.¢., passing to the 
relatives of the degrees exempted from the operation of the 
5 per cent. tax. The rate of this “direct ” inheritance tax is 
fixed as follows : — 

When the value of the entire property of such decedent exceeds the 


sum of $20,000 and does not exceed the sum of $50,000, 1 per cent.; when 
it exceeds $50,000 and does not exceed $100,000, 11g per cent.; when it 
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exceeds $100,000 and does not exceed $200,000, 2 per cent.; when it ex- 
ceeds $200,000 and does not exceed $300,000, 3 per cent.; when it exceeds 
$300,000 and does not exceed $500,000, 344 per cent.; when it exceeds 
$500,000 and does not exceed $1,000,000, 4 per cent.; and when it 
exceeds $1,000,000, 5 per cent. 


The division of the proceeds between the State and the 
county is in the same ratio of three to one as in the case of col- 
lateral inheritances. New York was the only predecessor of 
Ohio among the States in the adoption of a direct inheritance 
tax, and there the rate is 1 per cent. on all sums in excess of 
$10,000. The distinctive feature of the Ohio system is the 
introduction of the progressive principle. 

The collateral inheritance tax of New Jersey is similar to 
that of Ohio. Churches, hospitals, and orphan asylums, publi¢ 
libraries, Bible and tract societies, and all religious, benevolent, 
and charitable institutions and organizations are exempted. 

In this connection a recent decision of the New York Court 
of Appeals is worth noting. The question arose whether the 
estate or the legacy was the basis of the direct inheritance tax. 
In the Hoffman case the Surrogate of New York County held 
that, if the estate was worth $10,000, it should pay a tax of 1 
per cent., whether each individual legacy amounted to $10,000 
or not. The lower courts did not sustain this contention, 
holding that the tax could be on individual legacies only. 
The State Comptroller took an appeal, and the court of last 
resort confirms his position and that of the Surrogate, deciding 
that the whole estate is the basis of taxation. 


Win B, SHaw. 









































NOTES 


AND MEMORANDA. 


Tue sections of the Tariff Act of 1894 which provide for 
an income tax are printed in the Appendix of this number, 
with annotations which show the parts of former acts made 


use of in framing the new one. 


There is not a little internal 


evidence of close and hasty copying; but in no case was such 
indiscretion shown as in the transfer from Section 13 of the 
act of March 2, 1867, to Section 28 of the act of 1894. To 
exhibit this clearly, the opening sentences of the two sections 


are here given side by side : — 


From the Act of 1867. 

That, in estimating the gains, 
profits, and income of any person, 
there shall be included all income 
derived from interest upon notes, 
bonds, and other securities of the 
United States; profits realized 
within the year from sales of real 
estate purchased within the year 
or within two years previous to 
the year for which income is esti- 
mated; interest received or accrued 
upon all notes, bonds, and mort- 
gages, or other forms of indebted- 
ness bearing interest, whether paid 
or not, if good and collectible, less 
the interest which has become due 
from said person during the year; 
the amount of all premium on 
gold and coupons; etc. 


From the Act of 1894. 

That, in estimating the gains, 
profits, and income of any person, 
there shall be included all income 
derived from interest upon notes, 
bonds, and other securities, except 
such bonds of the United States 
the principal and interest of which 
are by the law of their issuance 
exempt from all federal taxation; 
profits realized within the year 
from sales of real estate purchased 
within two years previous to the 
close of the year for which income 
is estimated; interest received or 


accrued upon all notes, bonds, 
mortgages, or other forms of 
indebtedness bearing interest, 


whether paid or not, if good and 
collectible, less the interest which 
has become due from said person 
or which has been paid by him 
during the year; the amount of all 
premium on bonds, notes, or cou- 
pons ; etc. 
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It is obvious that the draughtsman of 1894 copied easily 
and with the minimum of change from the act of 1867 then 
before him,— so easily indeed that he probably did not stop to 
inquire what the “premium” in the last line could refer to. 
In the act of 1867 the premium on gold and coupons meas- 
ured the difference between gold and the depreciated paper 
in which the income was reckoned, but that premium passed 
away fifteen years ago. Does the clause in the present act, 
then, provide for a possible depreciation hereafter, or, as is 
more probable, does it simply mean nothing? 


THE winding up of the Barings liquidation has closed one of 
the most remarkable episodes in the history of the Bank of 
England. The total amount of assets to be disposed of, when 
the Bank undertook for itself and its associates to meet 
the obligations of the firm in 1890, was nearly £25,000,000. 
This amount had been reduced by the negotiation of one par- 
cel after another, until in November, 1894, the Bank had re- 
maining in its hands securities estimated at about £2,200,000, 
to cover a balance of £1,500,000 still unpaid on the advances 
of 1890. A company has now been formed by friends of the 
house, to settle the unpaid balance due to the Bank and take 
the remaining assets, in the hope that, by holding them until 
they find a better market than now exists, a considerable value 
may be saved for the Barings. 

The Bank and its associates have escaped, therefore, with- 
out loss from a venture which was attended by serious risk. 
It is doubtful, however, whether public opinion is now so 
ready to approve the operation as it was in 1890. At that 
time the sense of escape from the possible disaster of a gen- 
eral panic was uppermost, and a courageous movement for 
relief in some degree disarmed criticism. As time has gone 
on, it has been asked with increasing frequency whether this 
public service was an unmixed good. Is it for the general 
good that the business community should come to understand 
that in case of extremity superior power will save them from 
the consequences of their own acts, and that houses which 
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undertake business of the South American class should feel 
that, if their liabilities are large enough, their property will be 
saved from sacrifice and nursed for their benefit? And, 
supposing these questions to be answered in the affirmative, is 
the Bank of England, occupying the position of central re- 
sponsibility in a financial system of wonderful refinement and 
extent, the proper agency for performing this service, and 
have its directors been intrusted with the property of their 
stockholders for such a purpose? Four years have given to 
these considerations weight such as they did not appear to 
have in the closing weeks of 1890. 


THE transactions of the German Silver Commission, which 
closed its sessions in June, are accessible to readers in several 
forms. Puttkammer & Mihlbrecht issue a folio edition in 
two volumes for 40 marks, Walther an edition in octavo at 
44 marks, and Decker an official report in octavo for 4 marks. 
The documents which accompany the report of the sessions 
are numerous, and some well-known names appear. Two 
papers were submitted by Professor Lexis, of which one has 
been published in the Jahrbiicher fir National - Oekonomie, 
and an interchange of papers and replies by Arendt and Bam- 
berger developed the conflicting views as to the earlier history 
of the German coinage reform. 

The German commission, in short, has added to the liter- 
ature of the subject, but has not been more successful than 
others in arriving at any common ground on which opposing 
parties can unite, orin devising any practical scheme on which 
the course adopted by Germany can be altered with advan- 
tage. The chairman of the commission is said to have given 
general satisfaction by the fairness of his summing up at the 
close; but, after an impartial summary of the arguments 
brought forward on the one side and on the other, his recital 
of the points of agreement presents but a meagre array of 
three points: namely, that the fluctuation and low price of 
silver are inconvenient for the export trade of Germany, and 
also for her productive industry; that Germany cannot by 
herself raise the value of silver; and that an attempt to raise 
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it by monopolizing the supply or by state ownership of mines 
would be impracticable. On the questions whether the value 
of silver can be raised while the production of silver is free, 
what ratio could be proposed as the basis of an international 
agreement, and whether the remedies proposed for existing 
evils are not more dangerous than the evils themselves, no 
agreement was reached. 


Tue act of Congress of May 31, 1878, requires that all 
legal tender notes redeemed or otherwise received into the 
Treasury shall be reissued and “ kept in circulation.” A great 
many people, who have observed for sixteen years with indif- 
ference the operation of this measure for defeating the true 
interest of specie resumption, have apparently had their eyes 
opened by the events of the last two years, and especially of 
the last few months, and now agree with Mr. Carlisle that the 
Treasury has an impossible task thrown upon it by the com- 
pulsory reissue of notes after their redemption with borrowed 
money. Perhaps not so many are yet ready to follow the 
Secretary in what appears to be the further logically necessary 
conclusion, that the legal tender notes should be retired; but 
there appears to be a concentration of sound opinion in this 
direction stronger than has been seen since the country 
accepted the plan of keeping the legal tender issue at a fixed 
amount. 

This movement of opinion, of course, strengthens the cur- 
rent in favor of a thorough revision of the system of bank- 
note circulation ; but it is a noteworthy fact that in much of 
the discussion on this subject the necessity for some stringent 
provisions for the real redemption of bank-notes is habitually 
neglected. The substitute to be required for the present 
deposit of United States bonds, such as a lien upon general 
assets, personal liability of stockholders, a safety fund, or 
mutual assessment among banks, is a natural and important 
subject of close debate. But this is all provision for the 
ultimate security of bank-notes,— an assurance to the public 
that there is something behind the notes,— and has little to do 
with the vital question whether the notes are to be treated as 
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an actual demand liability, to be met daily in practice as well 
as in theory, and in the regular course of business. 

It is not too much to say that under the national banking 
system bank-notes have never been thus treated except in 
theory. The fact that the system made complete provision 
for payment in case of a bank’s insolvency, and that it went 
into operation during a suspension of payments, when the 
redemption of a note meant only the exchange of one piece 
of paper for another, appears to have completely diverted 
attention from the part played by real redemption in sound 
banking. The establishment of the system of redemption at 
the Treasury by the act of 1874 made the obligation of re- 
demption by the banks themselves so unimportant that they 
were then relieved from keeping in their own hands any 
reserve against circulation. The redemption by the Treasury 
has been a convenient method of disposing of worn or soiled 
notes, and in case of accumulations of currency at special 
points has facilitated its rapid exchange for legal tender or 
specie. But nobody would say that the system has compelled 
any bank to face its notes in the same sense in which it 
has to face its liability for checks drawn against deposits. 
Probably no bank has ever been made to feel through its 
circulation that it was carrying too much sail. The known 
goodness of the note in any event and the fact that, as 
things stand, it can be turned to account much quicker by 
paying it out than by sending it home or to Washington for 
redemption, has kept the circulation of all banks at a toler- 
ably constant level, and made it, not a daily liability, but a 
rather remote one, not likely to give any trouble. During a 
period when the declining profit on circulation held the issue 
of notes in check with increasing severity, the fact that bank- 
notes were thus virtually irredeemable did not show its full 
importance; but how would it have been, had circumstances 
stimulated inflation? Is there anything in the present pro- 
visions as to redemption to insure that any particular bank 
should then feel the consequences of its own share in the infla- 
tion, or to make the system as a whole feel the warning press- 
ure from its note-holders, which would be the sign of the 
natural reaction and recovery from over-issue ? 
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Mr. Carlisle has laid down the general doctrine that “a 
sound and elastic currency, capable of adjusting its volume 
easily and rapidly to the actual demands of legitimate busi- 
ness, is what the common interests of all our people require,” 
This is undeniable; but it is clear that to Mr. Carlisle's appre- 
hension this object is gained, if the formal taking out and 
retiring of circulation in the Comptroller’s office is freed from 
unnecessary delay. Redemption by the bank itself he regards 
as beneficial, because, in his view, the responsibility thus 
thrown upon the bank will promote conservative manage- 
ment. But, in order to secure true elasticity, it is not enough 
to adjust the use of bank credit to the variation of demand 
over relatively long periods, such as are implied in the taking 
out of additional currency or the partial surrender of that 
already in use. A “sound and elastic currency” needs to be 
adjusted to the daily fluctuations of demand, by making the 
process of daily redemption as easy and as certainly effective 
as the process of daily issue. Especially where the issuing 
banks are numbered by thousands, the legal obligation of re- 
demption must be ineffective, unless there is a strong and 
well-diffused interest at work engaged in securing the presen- 
tation of notes for redemption or exchange, and not satisfied 
with the mere use of them in payments. 

The necessity of some special provision for securing prompt 
and constant redemption by banks was not altogether over- 
looked when the national banking system was in its infancy. 
A large number of the banks of New York, Boston, and Phila- 
delphia, attempted in 1865 to form an association for establish- 
ing “assorting houses” in those three cities, with the intention 
of setting in operation something not unlike the well-known 
“Suffolk Bank System” on a national scale, by receiving the 
notes of all banks and requiring immediate redemption, either 
by an agent on the spot or at the counter of the issuing bank.* 
The Comptroller of the Currency also continued from 1865 to 
1870 to urge the necessity of some system of central redemp- 
tion which should restrict issues to the legitimate demand; 
but a strong influence against any plan which should send 
home notes of undoubted credit was developed early, and 


*See the Bankers’ Magazine, 1865-66, pp. 193, 401, 415. 
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neither the plan for assorting houses nor any other was able 
to gain any footing. How far either of the plans brought 
forward at that time could have been made really effective 
without some legislation far stronger than could have been 
obtained from Congress, it is hard to say. Frequent reference 
was made in discussion to the Suffolk Bank system, then 
fresh in the minds of many, and to its success in keeping the 
New England bank currency sound. But for many years the 
Suffolk Bank system certainly owed much of its efficiency to 
the provision in the Massachusetts statutes forbidding any 
bank to pay out any notes except its own. This stringent 
provision compelled every Massachusetts bank to send in for 
redemption the notes of any other bank which it might re- 
ceive, and thus made the return current of circulation as 
strong for notes as for checks. There has never been a time, 
however, when any measure either like this or looking in this 
direction could have been adopted for the national bank cir- 
culation; and yet experience has shown that, in default of 
some such provision, the national bank circulation, with all its 
provision for absolute security, has nothing to connect it with 
the constant daily ebb and flow of business. 

The Scotch and Canadian systems, which are often referred 
to in current discussions with well-deserved admiration, are 
better off than ours in this respect. The Scotch banks, few 
in number, but competing with each other sharply by means 
of a great network of branches, have long maintained a daily 
exchange of notes, which compels every bank to meet its notes 
at the clearing house in addition to its obligation to receive or 
redeem them at its own counters. The effect of this sys- 
tematic reflux of notes upon the issuing banks is shown in the 
great variability of the outstanding circulation. The fact that 
not only the duty of redemption is prescribed and the place 
for it fixed, but that in almost every village any Scotch bank 
will find established by its side a branch of some rival, with a 
strong motive for requiring notes to be redeemed, makes the 
liability for notes a real, daily liability, as sensitive to the con- 
dition of business as the movement of deposits. 

The working of the Canadian system is similar to the Scotch. 
The thirty-eight Canadian banks have about five hundred 














NOTES AND MEMORANDA 215 


branches, widely scattered over the whole territory. Every 
bank is obliged to redeem not only at its head office, but at 
agencies in seven cities and at such other places as the Treas- 
ury may require; but, besides this, every bank has to meet at 
a large number of points the branches of one or more of its 
competitors, each following the practice, for obvious reasons, 
of sending home promptly for redemption all notes of other 
banks which may come to it in the course of business. The 
duty of redemption thus enforced from day to day is neces- 
sarily a wholesome check, keeping the circulation of every 
bank, like the rest of its indebtedness, down to the point 
which its business requires and will bear. The effect is seen 
in the tidal flow of the Canadian circulation at regular periods, 
in response to the varying needs of the community at differ- 
ent seasons of the year.* 

It is obvious that any system of this kind implies the loss 
of some characteristics which our people have thought for 
twenty-five or thirty years to be the distinguishing marks of a 
thoroughly strong and satisfactory note circulation. The char- 
acteristic of the national bank-note of which we have perhaps 
been proudest is its universal credit and its unimpeded circu- 
lation in every part of the Union. With effective redemption 
and a strong reflux of notes to the point of issue, it is plain 
that the note circulation would become to a great extent local. 
Its credit might be undoubted, but, with our practice of con- 
fining the business of any bank to a single spot, notes would 
not usually be widely distributed, and would find their field 
for circulation chiefly in the neighborhood of the bank; and 
this would shorten the life of the note, no doubt to the fre- 
quent inconvenience of banks, which have so long been accus- 
tomed to look upon their circulation as a rather fixed amount 
of standing credit. "We should not be likely to reach the point 
attained by the Scotch note circulation, which on the average 
is renewed about once in ten days; but there would be a 


*A valuable pamphlet by Mr. L. Carroll Root, on the “ Canadian Bank-note 
Currency,” is printed in Sound Currency for December 15, 1894, published by the 
Sound Currency Committee of the Reform Club, 52 William Street, New York. 
See especially on page 9a diagram showing the distribution of the branches of 
the Canadian banks, and on page 13 a comparison of the bank circulation of Can- 
ada and of the United States respectively at the end of each month for four years. 
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constant tendency to early return, stronger in some sections 
than in others, according to varying needs of the public. 
Such changes as these would be a shock to some of the ideas 
with which we have become familiar in the last quarter of a 
century; but, if anything is to be learned from the success of 
other countries and from our own experience, such changes 
are the price which we must pay if we hope to secure an 
easily working, sound, and flexible circulation. Especially is 
it hard to see what abatement of this price can be expected, if 
we undertake to give the right of circulation to a great mass 
of State banks as well as to those under the national system. 
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APPENDIX. 


THE INCOME TAX OF 1894. 


The sections of “an Act to reduce taxation, to provide rev- 
enue for the Government, and for other purposes,” approved 
August 24, 1894, are here printed in full, with annotations 
showing the derivation of many provisions from the legislation 
of the war period, and especially from the revised act of 1867. 


Sect. 27.1 That from and after the first day of January, eighteen 
hundred and ninety-five, and until the first day of January, nineteen 
hundred, there shall be assessed, levied, collected, and paid annually 
upon the gains, profits, and income received in the preceding calendar 
year by every citizen of the United States, whether residing at home or 
abroad, and every person residing therein, whether said gains, profits, or 
income be derived from any kind of property, rents, interest, dividends, 
or salaries, or from any profession, trade, employment, or vocation car- 
ried on in the United States or elsewhere, or from any other source what- 
ever, a tax of two per centum on the amount so derived over and above 
four thousand dollars; and a like tax shall be levied, collected, and paid 
annually upon the gains, profits, and income from all property owned 
and of every business, trade, or profession carried on in the United States 
by persons residing without the United States. And the tax herein pro- 
vided for shall be assessed by the Commissioner of Internal Revenue and 
collected and paid upon the gains, profits, and income for the year end- 
ing the thirty-first day of December next preceding the time for levying, 
collecting, and paying said tax. 

Sect. 28.2 That, in estimating the gains, profits, and income of any 
person, there shall be included all income derived from interest upon 
notes, bonds, and other securities, except such bonds of the United 


1Section 27, aside from the change in rate and in the amount of income 
exempted, is substantially the same as the corresponding provision in the act of 
March 2, 1867, chap. clxix.; namely, the first paragraph of section 13, amending 
section 116 of the act of June 30, 1864, chap. clxxiii. 


2Section 28, aside from the changes noted below, is substantially the same as 


the second paragraph of section 13 of the act of 1867, amending section 117 of the 
act of 1864. 
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States, the principal and interest of which! are by the law of their issu- 
ance exempt from all Federal taxation; profits realized within the year 
from sales of real estate purchased within two years previous to the 
close of? the year for which income is estimated; interest received or 
accrued upon all notes, bonds, mortgages, or other forms of indebted- 
ness bearing interest, whether paid or not, if good and collectible, less 
the interest which has become due from said person or which has been 
paid by him during the year; the amount of all premium on bonds, 
notes, or coupons,® the amount of sales of live stock, sugar, cotton, wool, 
butter, cheese, pork, beef, mutton, or other meats, hay, and grain, or 
other vegetable or other productions, being the growth or produce of the 
estate of such person, less the amount expended in the purchase or pro- 
duction of said stock or produce,‘ and not including any part thereof 
consumed directly by the family; money and the value of all personal 
property acquired by gift or inheritance,® all other gains, profits, and 
income derived from any source whatever except that portion of the 
salary, compensation, or pay received for services in the civil, military, 
naval, or other service of the United States, including Senators, Repre- 
sentatives, and Delegates in Congress, from which the tax has been de- 
ducted, and except ® that portion of any salary upon which the employer 
is required by law to withhold, and does withhold, the tax and pays the 
same to the officer authorized to receive it. In computing incomes, the 
necessary expenses actually incurred in carrying on any business, occupa- 
tion, or profession, shall be deducted,’ and also all interest due or paid 
within the year by such person on existing indebtedness. And all 
national, State, county, school, and municipal taxes, not including those 
assessed against local benefits,® paid within the year, shall be deducted 


1This exception is not found in the earlier acts, no bonds having been ex- 
empted from federal taxation prior to 1870. 


2 The act of 1867 reads “‘ previous to the year for which,” etc. 
8 The act of 1867 reads “‘ the amount of all premium on gold and coupons.” 


4The words “less the amount expended in the purchase or production of said 
stock or produce” are not used by the act of 1867; but, among the deductions to 
be allowed, that act expressly included “‘the amount actually paid for labor or 
interest by any person who rents land or hires labor to cultivate land.” 


5“ Money and the value of all personal property acquired by gift or inheri- 
tance”’ was not treated as income by any of the acts of the war period. 


6This exception is without application, as there is no provision in the act 
requiring any employer, other than the United States, to withhold the tax from 
payments for services. The case was not contemplated in any of the former acts. 


7 The act of 1867 provided that, “in computing interest, the amount actually 
paid for labor or interest by any person who rents land or hires labor to cultivate 
land or who conducts any other business from which income is actually derived” 
shall be deducted. 


8 The clause “ not including those assessed against local benefits” is new. 
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from the gains, profits, or income of the person who has actually paid 
the same, whether such person be owner, tenant, or mortgagor; also 
losses actually sustained during the year, incurred in trade, or arising 
from fires, storms, or shipwreck, and not compensated for by insurance 
or otherwise,! and debts ascertained to. be worthless, but excluding all 
estimated depreciation of values and losses within the year on sales of 
real estate purchased within two years previous to the year for which 
income is estimated?: Provided, That no deduction shall be made for 
any amount paid out for new buildings, permanent improvements, or 
betterments, made to increase the value of any property or estate: 
Provided further, That only one deduction of four thousand dollars 
shall be made from the aggregate income of all the members of any 
family, composed of one or both parents, and one or more minor chil- 
dren, or husband and wife;* that guardians shall be allowed to make a 
deduction in favor of each and every ward, except that in case where 
two or more wards are comprised in one family, and have joint property 
interests, the aggregate deduction in their favor shall not exceed four 
thousand dollars: And provided further, That in cases where the salary 
or other compensation paid to any person in the employment or service 
of the United States shall not exceed the rate of four thousand dollars 
per annum, or shall be by fees, or uncertain or irregular in the amount 
or in the time during which the same shall have accrued or been earned, 
such salary or other compensation shall be included in estimating the 
annual gains, profits, or income of the person to whom the same shall 
have been paid,‘ and shall include that portion of any income or salary 
upon which a tax has not been paid by the employer, where the employer 
is required by law to pay on the excess over four thousand dollars: 
Provided also, That in computing the income of any person, corporation, 
company, or association, there shall not be included the amount received 
from any corporation, company, or association® as dividends upon the 
stock of such corporation, company, or association, if the tax of two per 


1 The clause “ not compensated for by insurance or otherwise” is new, 


2The act of 1867 provided here for the deduction of “the amount actually 
paid by any person for the rent of the house or premises occupied as a residence 
for himself or his family; the amount paid out for usual or ordinary repairs.” 


8The act of 1870, chap. cclv., section 8, added here “but when a wife has 
by law a separate income beyond the control of her husband and is living sep- 
arate and apart from him, such deduction shall then be made from her income, 
gains, and profits,” The same section provided for the care of “any religious or 
social community holding all their property and the income therefrom jointly 
and in common,” by allowing one deduction for each five of the persons compos- 
ing the community and one for any remaining fraction of five. 


4The words beginning “and shall include that portion,” have no application 
to any provision in the act. See note 6 above. 


5¥For important changes made in the taxation of income derived from corpo- 
rations, companies, and associations, see note on section 32 below. 
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centum has been paid upon its net profits by said corporation, company, 
or association as required by this act. 

Sect. 29.1 That it shall be the duty of all persons of lawful age hav- 
ing an income of more than three thousand five hundred dollars for the 
taxable year,? computed on the basis herein prescribed, to make and 
render a list or return, on or before the day provided by law, in such 
form and manner as may be directed by the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, to the col- 
lector or a deputy collector * of the district in which they reside, of the 
amount of their income, gains and profits, as aforesaid; and all guardians 
and trustees, executors, administrators, agents, receivers, and all persons 
or corporations‘ acting in any fiduciary capacity, shall make and render 
a list or return, as aforesaid, to the collector or a deputy collector® of the 
district in which such person or‘ corporation acting in a fiduciary ca- 
pacity resides or does business, of the amount of income, gains and 
profits of any minor or person for whom they act, but persons having 
less than three thousand five hundred dollars income are not required to 
make such report; and the collector or deputy collector shall require 
every list or return to be verified by the oath or affirmation of the party 
rendering it, and may increase the amount of any list or return ® if he has 
reason to believe that the same is understated; and in case any such 
person having a taxable income shall neglect or refuse to make and 
render such list and return, or shall render a wilfully false or fraudu- 
lent list or return, it shall be the duty of the collector, or deputy col- 
lector,? to make such list, according to the best information he can 
obtain, by the examination of such person, or any other evidence, and 
to add fifty per centum as a penalty to the amount of the tax due on 
such list in all cases of wilful neglect or refusal to make and render a 
list or return; and, in all cases of a wilfully false or fraudulent list or 
return having been rendered, to add one hundred per centum as a penalty 
to the amount of tax ascertained to be due, the tax and the additions 
thereto as a penalty to be assessed and collected in the manner provided 


1 Section 29, aside from the changes noted below, is substantially the same as 
the third paragraph of section 13 of the act of 1867, amending section 118 of the 
act of 1864. 

2 Down to 1870 a return was required from all persons of lawful age, irrespec- 
tive of the amount of income. By the act of 1870, section 11, returns were required 
only from those whose incomes exceeded the $2,000 exempted by the same act. 


3 Under the earlier acts returns were made to the officer known as the assist- 
ant assessor; and, in general, the powers and duties prescribed by this section 
were assigned to the assessor and assistant assessor instead of the collector and 
deputy collector. 


4The corresponding sections in the earlier acts do not provide for returns 
from corporations, companies, or associatiuns acting in a fiduciary capacity. 

5Here the act of 1870, section 11, inserted the words ‘‘after notice to such 
party,” not found in the act of 1867. 
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for in other cases of wilful neglect, or refusal to render a list or return, 
or of rendering a false or fraudulent return: Provided, That any person 
or corporation in his, her, or its own behalf, or as such fiduciary, shall? 
be permitted to declare, under oath or affirmation, the form and manner 
of which shall be prescribed by the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, that he, she, or his, 
or her, or its ward or beneficiary, was not possessed of an income of four 
thousand dollars, liable to be assessed according to the provisions of this 
Act; or may declare that he, she, or it, or his, her, or its ward or beneficiary 
has been assessed and has paid an income tax elsewhere in the same year, 
under authority of the United States, upon all his, her, or its income, 
gains, or profits, and upon all the income, gains, or profits for which he, 
she, or it is liable as such fiduciary, as prescribed by law; and, if the col- 
lector or deputy collector shall be satisfied of the truth of the declaration, 
such person or! corporation shall thereupon be exempt from income tax 
in the said district for that year; or, if the list or return of any person or 
corporation, company, or association! shall have been increased by the 
collector or deputy collector, such person or corporation, company, or 
association ! may be permitted to prove the amount of income liable to be 
assessed; but such proof shall not be considered as conclusive of the 
facts, and no deductions claimed in such cases shall be made or allowed 
until approved by the collector or deputy collector.2. Any person or com- 
pany, corporation, or association feeling aggrieved by the decision of the 
deputy collector, in such cases may appeal to the collector of the district; 
and his decision thereon, unless reversed by the Commissioner of Internal 
Revenue, shall be final.? If dissatisfied with the decision of the collector, 
such person or corporation, company or association, may submit the case, 
with all the papers, to the Commissioner of Internal Revenue for his 
decision, and may furnish the testimony of witnesses to prove any rele- 
vant facts, having served notice to that effect upon the Commissioner of 
Internal Revenue, as herein prescribed. 

Such notice shall state the time and place at which, and the officer 
before whom, the testimony will be taken; the name, age, residence, and 
business of the proposed witness, with the questions to be propounded to 
the witness, or a brief statement of the substance of the testimony he is 
expected to give: Provided, That the government may at the same time 
and place take testimony upon like notice to rebut the testimony of the 
witnesses examined by the person taxed. 

The notice shall be delivered or mailed to the Commissioner of Internal 
Revenue a sufficient number of days previous to the day fixed for taking 
the testimony, to allow him, after its receipt, at least five days, exclusive 
of the period required for mail communication with the place at which 


1 See note 4, p. 226. 2 See note 3, p. 226. 

3 So far this section follows the act of 1867, with little change except as noted 
above. From this point to the last proviso is new matter, the earlier act having 
provided simply that ‘‘the form, time, and manner of proceedings [on appeal) 
shall be subject to rules and regulations to be prescribed by the Commissioner 
of Internal Revenue.” 
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the testimony is to be taken, in which to give, should he so desire, in- 
structions as to the cross-examination of the proposed witness. 

Whenever practicable, the affidavit or deposition shall be taken before 
a collector or deputy collector of internal revenue, in which case reason- 
able notice shall be given to the collector or deputy collector of the time 
fixed for taking the deposition or affidavit: 

Provided further,! That no penalty shall be assessed upon any person 
or corporation, company, or association for such neglect or refusal or for 
making or rendering a wilfully false or fraudulent return, except after 
reasonable notice of the time and place of hearing, to be prescribed by 
the Commissioner of Internal Revenue, so as to give the person charged 
an opportunity to be heard. 

Sect. 30.2. The taxes on incomes herein imposed shall be due and pay- 
able on or before the first day of July* in each year; and to any sum or 
sums annually due and unpaid after the first day of July as aforesaid, 
and for ten days after notice and demand thereof by the collector, there 
shall be levied in addition thereto the sum of five per centum on the 
amount of taxes unpaid, and interest at the rate of one per centum per 
month upon said tax from the time the same becomes due, as a penalty, 
except from the estates of deceased, insane, or insolvent persons. 

Sect. 31.4 Any non-resident may receive the benefit of the exemp- 
tions hereinbefore provided for by filing with the deputy collector of any 
district a true list of all his property and sources of income in the United 
States, and complying with the provisions of section fifty-six of this act 
as if a resident. In computing income, he shall include all income from 
every source; but, unless he be a citizen of the United States, he shall only 
pay on that part of the income which is derived from any source in the 
United States. In case such non-resident fails to file such statement, 
the collector of each district shall collect the tax on the income derived 
from property situated in his district, subject to income tax, making no 
allowance for exemptions; and all property belonging to such non-resi- 
dent shall be liable to distraint for tax: Provided, That non-resident 
corporations shall be subject to the same laws as to tax as resident cor- 
porations, and the collection of the tax shall be made in the same man- 
ner as provided for collections of taxes against non-resident persons. 

Sect. 32.5 That there shall be assessed, levied, and collected, except 


1The proviso in the act of 1867 is the same, except for its omission of the 
words “ or corporation, company, or association.” 

2Section 30, but for a change in the date for payment of taxes, is the same 
as the fourth paragraph of section 13 of the act of 1867, amending section 119 of 
the act of 1864. 

3 Down to 1867 the former income tax became due and payable on or before 
June 30 of each year. By the act of 1867 the date was changed to April 30. 

4Section 31 is new. 


5 Under the earlier acts, income tax was withheld from the dividends of 
banks, trust companies, savings institutions, and fire, marine, life, and inland 
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as herein otherwise provided, a tax of two per centum annually on the 
net profits or income above actual operating and business expenses, in- 
cluding expenses for materials purchased for manufacture or bought for 
resale, losses, and interest on bonded and other indebtedness of all 
banks, banking institutions, trust companies, savings institutions, fire, 
marine, life, and other insurance companies, railroad, canal, turnpike, 
canal-navigation, slackwater, telephone, telegraph, express, electric light, 
gas, water, street railway companies, and all other corporations, com- 
panies, or associations doing business for profit in the United States, no 
matter how created and organized, but not including partnerships. 

That said tax shall be paid on or before the first day of July in each 
year; and if the president or other chief officer of any corporation, com- 
pany, or association, or, in the case of any foreign corporation, company, 
or association, the resident manager or agent shall neglect or refuse to 
file with the collector of the internal revenue district in which said cor- 
poration, company, or association shall be located or be engaged in busi- 
ness, a statement verified by his oath or affirmation, in such form as 
shall be prescribed by the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, showing the amount of net 
profits or income received by said corporation, company, or association 
during the whole calendar year last preceding the date of filing said state- 
ment as hereinafter required, the corporation, company, or association 
making default shall forfeit as a penalty the sum of one thousand dollars 
and two per centum on the amount of taxes due, for each month until 
the same is paid, the payment of said penalty to be enforced as provided 
in other cases of neglect and refusal to make return of taxes under the 
internal revenue laws. 

The net profits or income of all corporations, companies, or associa- 
tions shali include the amounts paid to shareholders, or carried to the 
account of any fund, or used for construction, enlargement of plant, or 
any other expenditure or investment paid from the net annual profits 
made or acquired by said corporations, companies, or associations. 

That nothing herein contained shall apply to States, counties, or 
municipalities; nor to corporations, companies, or associations organized 
and conducted solely for charitable, religious, or educational purposes, 
including fraternal beneficiary societies, orders, or associations operating 
upon the lodge system and providing for the payment of life, sick, acci- 
dent, and other benefits to the members of such societies, orders, or 
associations and dependants of such members; nor to the stocks, shares, 
funds, or securities held by any fiduciary or trustee for charitable, relig- 
ious, or educational purposes; nor to building and loan associations or 


insurance companies, and from the dividends and interest payments of railroad, 
canal, turnpike, and canal-navigation and slack-water companies. No other cor- 
porations or companies were provided for. The tax became due and was to be 
collected when the dividends or interest became due or payable. See act of 1866, 
chap. clxxxiv., section 9, amending sections 120 and 122 of the act of 1864. 











230 QUARTERLY JOURNAL OF ECONOMICS 


companies which make loans only to their shareholders; nor to such 
saving banks, savings institutions or societies as shall, first, have no 
stockholders or members except depositors, and no capital except de- 
posits; secondly, shall not receive deposits to an aggregate amount in 
any one year of more than one thousand dollars from the same deposi- 
tor; thirdly, shall not allow an accumulation or total of deposits, by any 
one depositor, exceeding ten thousand dollars; fourthly, shall actually 
divide and distribute to its depositors, ratably to deposits, all the earn- 
ings over the necessary and proper expenses of such bank, institution, 
or society, except such as shall be applied to surplus; fifthly, shall not 
possess, in any form, a surplus fund exceeding ten per centum of its 
aggregate deposits; nor to such savings banks, savings institutions or 
societies, composed of members who do not participate in the profits 
thereof, and which pay interest or dividends only to their depositors; 
nor to that part of the business of any savings bank, institution, or other 
similar association having a capital stock, that is conducted on the 
mutual plan solely for the benefit of its depositors on such plan, and 
which shall keep its accounts of its business conducted on such mutual 
plan separate and apart from its other accounts. 

Nor to any insurance company or association which conducts all its 
business solely upon the mutual plan, and only for the benefit of its 
policy-holders or members, and having no capital stock, and no stock 
or shareholders, and holding all its property in trust and in reserve for 
its policy-holders or members; nor to that part of the business of any 
insurance company having a capital stock, and stock and shareholders, 
which is conducted on the mutual plan, separate from its stock plan of 
insurance, and solely for the benefit of the policy-holders and members 
insured on said mutual plan, and holding all the property belonging to 
and derived from said mutual part of its business in trust and reserve 
for the benefit of its policy-holders and members insured on said mutual 
plan. 

That all State, county, municipal, and town taxes paid by corpora- 
tions, companies, or associations, shall be included in the operating and 
business expenses of such corporations, companies, or associations. 

Sect. 33.1. That there shall be levied, collected, and paid on all sala- 
ries of officers, or payments for services to persons in the civil, mili- 
tary, naval, or other employment or service of the United States, in- 
cluding Senators and Representatives and Delegates in Congress, when 
exceeding the rate of four thousand dollars per annum, a tax of two per 
centum on the excess above the said four thousand dollars; and it shall 
be the duty of all paymasters and all disbursing officers under the 
government of the United States, or persons in the employ thereof, 


1 Section 33, so far as it relates to the tax on salaries or similar payments 
received from the United States, and except for changes in the rate and in the 
amount of income exempted, is substantially the same as the fifth paragraph of 
section 13 of the act of 1867, amending section 123 of the act of 1864. 
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when making any payment to any officers or persons as aforesaid, whose 
compensation is determined by a fixed salary, or upon settling or adjust- 
ing the accounts of such officers or persons, to deduct and withhold the 
aforesaid tax of two per centum; and the pay-roll, receipts, or account 
of officers or persons paying such tax as aforesaid shall be made to ex- 
hibit the fact of such payment. And it shall be the duty of the account- 
ing officers of the Treasury Department, when auditing the accounts of 
any paymaster or disbursing officer, or any officer withholding his salary 
from moneys received by him, or when settling or adjusting the accounts 
of any such officer, to require evidence that the taxes mentioned in this 
section have been deducted and paid over to the Treasurer of the United 
States, or other officer authorized to receive the same.!_ Every corpora- 
tion which pays to any employee a salary or compensation exceeding 
four thousand dollars per annum shall report the same to the collector 
or deputy collector of his district, and said employees shall pay thereon, 
subject to the exemptions herein provided for, the tax of two per centum 
on the excess of his salary over four thousand dollars: Provided, That 
salaries due to State, county, or municipal officers shall be exempt from 
the income tax herein levied. 

Sect. 34. That sections thirty-one hundred and sixty-seven, thirty- 
one hundred and seventy-two, thirty-one hundred and seventy-three, 
and thirty-one hundred and seventy-six of the Revised Statutes of the 
United States as amended are hereby amended so as to read as follows: 

‘Scr. 3167. That it shall be unlawful for any collector, deputy 
collector, agent, clerk, or other officer or employee of the United States 
to divulge or make known in any manner whatever not provided by law 
to any person the operations, style of work or apparatus of any manu- 
facturer or producer visited by him in the discharge of his official duties, 
or the amount ur source of income, profits, losses, expenditures, or any 
particular thereof set forth or disclosed in any income return by any 
person or corporation, or to permit any income return or copy thereof or 
any book containing any abstract or particulars thereof, to be seen or 
examined by any person except as provided by law; and it shall be un- 
lawful for any person to print or publish in any manner whatever not 
provided by law any income return, or any part thereof, or the amount 
or source of income, profits, losses, or expenditures appearing in any 
income return, and any offence against the foregoing provision shall be 
a misdemeanor, and be punished by a fine not exceeding one thousand 
dollars, or by imprisonment not exceeding one year, or both, at the dis- 
cretion of the court; and, if the offender be an officer or employee of the 
United States, he shall be dismissed from office, and be incapable there- 
after of holding any office under the government.? 


1From this point section 33 is new. 

2The above prohibition of publication goes far beyond that which was in- 
serted for the first time at the end of section 11 of the act of 1870, In that case 
it was merely provided that no collector or other officer shall “‘ permit to be pub- 
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‘Sect. 3172. That every collector shall, from time to time, cause 
his deputies to proceed through every part of his district and inquire 
after and concerning all persons therein who are liable to pay any in- 
ternal revenue tax, and all persons owning or having the care and 
management of any objects liable to pay any tax, and to make a list of 
such persons and enumerate said objects. 

“Sect. 3173. That it shall be the duty of any person, partnership, 
firm, asseciation, or corporation, made liable to any duty, special tax, 
or other tax imposed by law, when not otherwise provided for, in case 
of a special tax, on or before the thirty-first day of July in each year, 
in case of income tax on or before the first Monday of March in each 
year, and in other cases before the day on which the taxes accrue, to 
make a list or return, verified by oath or affirmation, to the collector or 
a deputy collector of the district where located, of the articles or objects, 
including the amount of annual income charged with a duty or tax, 
the quantity of goods, wares, and merchandise made or sold, and charged 
with a tax, the several rates and aggregate amount, according to the 
forms and regulations to be prescribed by the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, for which 
such person, partnership, firm, association, or corporation is liable: 
Provided, That if any person liable to pay any duty or tax, or owning, 
possessing, or having the care or management of property, goods, wares, 
and merchandise, articles or objects liable to pay any duty, tax, or 
license, shall fail to make and exhibit a list or return required by law, 
but shall consent to disclose the particulars of any and all the property, 
goods, wares, and merchandise, articles and objects liable to pay any 
duty or tax, or any business or occupation liable to pay any tax as afore- 
said, then, and in that case, it shall be the duty of the collector or 
deputy collector to make such list or return, which, being distinctly 
read, consented to, and signed and verified by oath or affirmation by the 
person so owning, possessing, or having the care and management as 
aforesaid, may be received as the list of such person: Provided further, 
That in case no annual list or return has been rendered by such person 
to the collector or deputy collector as required by law, and the person 
shall be absent from his or her residence or place of business at the time 
the collector or a deputy collector shall call for the annual list or return, 
it shall be the duty of such collector or deputy collector to leave at such 
place of residence or business, with some one of suitable age and dis- 
cretion, if such be present, otherwise to deposit in the nearest post-office 
a note or memorandum addressed to such person, requiring him or her 
to render to such collector or deputy collector the list or return required 
by law, within ten days from the date of such note or memorandum, 
verified by oath or affirmation. And if any person on being notified or 


lished’ any income returns, except such general statistics, without names, as 
might be made under rules prescribed by the Commissioner of Internal Revenue; 
but the publication itself was not made unlawful, nor was any penalty imposed 
on the officer permitting it. 
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required as aforesaid shall refuse or neglect to render such list or return 
within the time required as aforesaid, or whenever any person who is 
required to deliver a monthly or other return of objects subject to tax 
fails to do so at the time required, or delivers any return which, in the 
opinion of the collector, is false or fraudulent, or contains any under- 
valuation or understatement, it shall be lawful for the collector to sum- 
mon such person, or any other person having possession, custody, or 
care of books of account containing entries relating to the business of 
such person, or any other person he may deem proper, to appear before 
him and produce such books, at a time and place named in the summons, 
and to give testimony or answer interrogatories, under oath, respecting 
any objects liable to tax or the returns thereof. The collector may 
summon any person residing or found within the State in which his 
district lies; and, when the person intended to be summoned does not 
reside and cannot be found within such State, he may enter any col- 
lection district where such person may be found, and there make the 
examination herein authorized. And to this end he may there exercise 
all the authority which he might lawfully exercise in the district for 
which he was commissioned. 

‘Sect. 3176. When any person, corporation, company, or associa- 
tion refuses or neglects to render any return or list required by law, or 
renders a false or fraudulent return or list, the collector or any deputy 
collector shall make, according to the best information which he can 
obtain, including that derived from the evidence elicited by the examina- 
tion of the collector, and on his own view and information, such list or 
return, according to the form prescribed, of the income, property, and 
objects liable to tax owned or possessed or under the care or management 
of such person or corporation, company or association; and the Com- 
missionex uf Internal Revenue shall assess all taxes not paid by stamps, 
including the amount, if any, due for special tax, income or other tax, 
and, in case of any return of a false or fraudulent list or valuation in- 
tentionally, he shall add one hundred per centum to such tax; and in 
case of a refusal or neglect, except in cases of sickness or absence, to 
make a list or return, or to verify the same as aforesaid, he shall add 
fifty per centum to such tax. In case of neglect occasioned by sickness 
or absence as aforesaid the collector may allow such further time for 
making and delivering such list or return as he may deem necessary, 
not exceeding thirty days. The amount so added to the tax shall be 
collected at the same time and in the same manner as the tax unless the 
neglect or falsity is discovered after the tax has been paid, in which case 
the amount so added shall be collected in the same manner as the tax; 
and the list or return so made and subscribed by such collector or deputy 
collector shall be held prima facie good and sufficient for all legal pur- 


poses.”’ 
Ssecr. 35.1 That every corporation, company, or association doing 


1Section 35 is new. 
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business for profit shall make and render to the collector of its collection 
district, on or before the first Monday of March in every year, beginning 
with the year eighteen hundred and ninety-five, a full return, verified by 
oath or affirmation, in such form as the Commissioner of Internal 
Revenue may prescribe, of all the following matters for the whole 
calendar year last preceding the date of such return: — 

First.—The gross profits of such corporation, company, or associa- 
tion, from all kinds of business of every name and nature. 

Second.— The expenses of such corporation, company, or association, 
exclusive of interest, annuities, and dividends. 

Third.— The net profits of such corporation, company, or association, 
without allowance for interest, annuities, or dividends. 

Fourth.— The amount paid on account of interest, annuities, and 
dividends stated separately. 

Fifth.— The amount paid in salaries of four thousand dollars or less 
to each person employed. 

Sizth.—The amount paid in salaries of more than four thousand 
dollars to each person employed and the name and address of each of 
such persons and the amount paid to each. 

Sect. 36.1 That it shall be the duty of every corporation, company, 
or association doing business for profit to keep full, regular, and accu- 
rate books of account, upon which all its transactions shall be entered 
from day to day, in regular order, and whenever a collector or deputy 
collector of the district in which any corporation, company, or associa- 
tion is assessable, shall believe that a true and correct return of the in- 
come of such corporation, company, or association has not been made, 
he shall make an affidavit of such belief and of the grounds on which 
it is founded, and file the same with the Commissioner of Internal 
Revenue, and if said Commissioner shall, on examination thereof, and 
after full hearing upon notice given to all parties, conclude there is good 
ground for such belief, he shall issue a request in writing to such cor- 
poration, company, or association to permit an inspection of the books 
of such corporation, company, or association to be made; and, if such 
corporation, company, or association shall refuse to comply with such 
request, then the collector or deputy collector of the district shall make 
from such information as he can obtain an estimate of the amount of 
such income, and then add fifty per centum thereto, which said assess- 
ment so made shall then be the lawful assessment of such income. 


1Section 36 is new. 








